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General Business Conditions 


HE first month of 1926 has made a 

very satisfactory showing of busi- 

ness activity and prospects. The 

volume of trade continues large and 

reports from the industries are al- 
most uniformly good, indeed generally optimis- 
tic. Car-loadings for the two weeks ended 
January 16 aggregated 1,843,774, against 1,- 
866,829 in the corresponding weeks of 1925, 
but merchandise and miscellaneous loadings, 
which are the significant feature as regards the 
current trade movement, were 30,000 cars 
larger than last year. Unfilled orders of the 
United States Steel Corporation showed an- 
other increase in the month of December, for 
the fourth consecutive month, and all reports 
from the steel industry indicate that it is work- 
ing close to capacity, with excellent prospects. 
The automobile industry reports advance or- 
ders by sales agents as giving promise of 
another good year. The railroads are budget- 
ing for large capital expenditures. The build- 
ing industry is starting off with more work 
planned than was in sight at this time last 
year. The anthracite coal industry is para- 
lyzed, with serious results to the anthracite 
producing region, but the public is using other 
kinds of. fuel, and rival industries are stimu- 
lated by this situation. 

Notwithstanding some complaints from agri- 
cultural districts, the outlook for agriculture is 
generally favorable. Elsewhere we give the 
final figures for the live stock census taken in 
1925, which shows that the cattle population 
is above 7 per cent less than in 1920. The 
swine, sheep and poultry industries are on a 
profitable basis. Hoard’s Dairyman reports 
the average price of 92-score butter in 1925 
as 45.3 cents in New York, and 44 cents in 
Chicago, which compares with 42.5 and 41.2 
for the same grade in these two cities in 1924. 
The same authority gives the average prices 
to producers of market milk in 1915 in New 
York, Boston and Chicago as $2.97, $2.91 and 
$2.42, which compare with $2.55, $2.57 and 
$2.48 in the same cities in 1924. The Dairy- 
man says: 

The dairy farmer in 1925 did very well, and prob- 
ably made more money than in any year since 1920. 
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The prices of dairy products are considerably better 
in 1925 than in 1924, and we would estimate that the 
costs of production were lower, if anything, in 1925 
than in 1924. 


Notwithstanding that the world outside of 
China produced in 1925 approximately 4,000,- 
000,000 bushels of wheat, one of the largest 
crops on record, according to the Department 
of Agriculture, there appears to be no burden- 
some surplus, indicating that production and 
consumption are not far from a balanced con- 
dition. The only unbalanced condition is be- 
tween corn and hogs. The producers of fruits 
and vegetables have generally had a good 
year, the Pacific Coast an exceptionally good 
one. The minor crops as a rule are giving 
good results. The New Orleans Picayune says 
that rice, in which that State leads, although 
Arkansas, Texas and California produce im- 
portant quantities, will have yielded the largest 
returns to farmers since 1920, the price being 
$1.53 per bushel, against $1.35 last year and 
the ten-year average. 


The Cotton Crop and the Cotton 
Goods Industry 

The cotton crop is the third largest on rec- 
ord, which is encouraging as tc the ability of 
the growers to combat the boll-weevil. A few 
years ago the gravest of apprehensions were 
felt as to the future depredations of the pest. 
The price is slightly above 20 cents per pound, 
which is remunerative or not, according to the 
yield which the individual farmer obtains. It 
compares with an average market price of 13.17 
cents in the five years 1909-13. In considering 
the outlook for the cotton-growers, account 
should be taken of the fact that exports have 
not vet risen to the pre-war volume, but have 
shown a pronounced gain in 1925.. In the five 
years ended with 1914, average anrual exports 
of cotton from the United States were 8,944,728 
bales. In the five years ended with 1925 the 
annual average was only 6,188,826, but in 1925 
the exports rose to 8,195,826 bales. Domestic 
consumption in the five years ended with 1914 
averaged 5,308,515 bales and in the five years 
ended with 1925 averaged 6,467,918 bales, in- 
cluding lintners, With general recovery in 
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the purchasing power of all populations, the 
consumption of cotton should become larger 
than ever before, and the price to producers 
should be remunerative. 

The cotton goods industry has been stimu- 
lated by the large crop of its raw material 
and the lower prices prevailing. Mill con- 
sumption in the five months ended with De- 
cember, 1925, was 2,593,979 bales, which com- 
pares with 2,359,007 bales in the corresponding 
period of 1924, and the increase probably would 
have been larger but for short time operations 
in many southern mills on account of drought 
and a curtailment of water power. The cotton 
goods industry, as we have stated a number 
of times in the last two or three years, has 
been very much depressed. One-half of the 
cotton mill corporations of Fall River paid no 
dividends in 1925. The margin of profit re- 
mains very small, goods having declined quite 
as much as raw cotton, but there is Lope that 
cheaper goods will induce larger buying by 
consumers, and that by means of heavier pro- 
duction better results can be obtained this 
year. 

Signs of Industrial Stability 


The encouraging feature of the situation is 
the stability which has been maintained in 
prices throughout the past year. While ris- 


ing prices are a hopeful sign when industry is 
recovering from a period of depression, they 
become a menacing sign when they signify 


credit and price inflation. Now that the Fall 
and holiday rush of business is over and an 
opportunity is afforded to compare the volume 
of commercial loans at the middle of January, 
1926, with the volume at the corresponding 
time of 1925, it is interesting to find that the 
increase has been very slight. Excluding 
loans secured by stocks and bonds, the greater 
part of which represent purchases of stocks 
and bonds or investments outside of regular 
trade and industry, the loans of reporting 
member banks in January, 1926, aggregated 
$8,321,081,000, against $8,244,685,000 on Janu- 
ary 14, 1925, an increase of only $86,000,000. 
As nearly as can be arrived at by banking 
statistics now available, that is about the 
sum of the absorption of bank credit by the 
regular business of the country in 1925. 

The record of prices is in accord with this 
record of credit expansion for business pur- 
poses. The Bureau of Labor table of index 
numbers, representing the prices of 404 com- 
modities, using 1913 prices as the base, shows 
a composite index number for the month of 
December, 1925, of 156.2, against 157 for the 
month of December, 1924. 


The Business Outlook 


The foregoing figures do not indicate the 
sort of conditions which usually precede a 
business reaction of some importance. The 


only reason why business ever should slacken 
is that it has a tendency to become unbal- 
anced, which makes a slowing down necessary 
to enable it to recover its equilibrium. Price 
fluctuations indicate a disturbance of the 
equilibrium. 

We are not impressed with the reliability 
of calculations which foretell the course of the 
business cycle with exactitude, although the 
tendency of the volume of business to fluctuate 
cannot be disputed, and doubtless there is a 
tendency for fluctuations to repeat themselves 
as the result of similar conditions. The real 
cause of the disturbance in each instance, how- 
ever, is a loss of the equilibrium which gives 
prosperity. 

Construction Work 


The most common cause of such a disturb- 
ance is slackening of construction work. 
Greater fluctuations occur in this class of ex- 
penditures than in any other, and it cannot be 
questioned that building operations have been 
an important factor in the industrial activity 
of the last several years. We question whether 
it is possible to foretell with any close degree 
of accuracy when this period of building activ- 
ity will end. We think few would have dared 
at the beginning of 1925 to predict that the 
year would end with more work in sight than 
there was at the beginning. Persons of ex- 
perience are now saying that this period of 
building activity is unlike any preceding one, 
in that never before has there been so great a 
change in the class of habitations wanted. 
They say that the present demand for houses 
is not simply to provide for an increase of 
population, but to meet a general demand for 
a different class of habitations, and that the 
new houses will be built and occupied even 
though the old ones are abandoned. How far 
this demand will go remains to be seen, but 
the end does not appear to be in sight. 


The F. W. Dodge Corporation has estimated 
the total amount of building expenditures in 
the country in 1925 at $6,600,000,000. These 
figures to the extent of nearly $6,000,000,000 
are based upon actual contracts, the remain- 
der being an estimate for unreported work. 
Of the cities, New York leads with the un- 
precedented total of $1,047,309,000, and Chi- 
cago is next with a total of $427,417,500. The 
increased expenditure of 1925 over 1924 is 
about $1,400,000,000. 

It is apparent that there is a vast amount 
of construction work in contemplation besides 
house-building. Municipalities have enormous 
expenditures in prospect. The State of New 
York has construction work for which bonds 
have been voted amounting to several hun- 
dred millions, and bridges, tunnels and con- 
necting railways for the port of New York 
will amount to as much more. Chicago has a 
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great program of city improvement and many 
cities have a similar development program. In 
short the old city plans are behind the times, 
as are the old housing accommodation. High- 
way construction is nowhere near completed. 

The industries also are being made over like 
the housing accommodations. Electricity is 
playing an increasing part in the use of power, 
and the outlook for the electrical equipment 
industries is very promising. The country is 
being covered with a net-work of wires carry- 
ing light and power, and important changes in 
the distribution of industries may result. There 
is talk of a revival of the household industries, 
with industrial earnings for farm families in 
the winter season. Whatever increases the 
earning power of the population will increase 
the spending and stimulate all the industries. 

In short, the permanency of this period of 
prosperity cannot be accurately calculated by 
the length of other periods of prosperity. Each 
period has its own characteristics, but the 
fundamental thing is the balanced relationship 
which enables the workers in the various lines 
of industry to absorb each other’s products. 
It is a process of give and take, dependent 
upon the maintenance of fair terms of ex- 
change. 


The Stock Market as a Forecaster 


It is a common belief that the stock market 
gives a line upon business activity over the 
near future with a considerable degree of ac- 
curacy, and unquestionably it does reflect the 
judgment of a large body of men who are alert 
observers of business conditions. The market 
however must not be interpreted too literally, 
for it moves and changes more rapidly than 
the trend of business. In the case of a pro- 
longed rise of stocks obviously a point will be 


profits with offerings rather in excess of the 
demands of buyers does not necessarily mean 
that a decline of business activity is foreseen. 


There is reason to believe that this is the 
right explanation for the state of the market 
in recent weeks. The most active stocks have 
had a large rise, and the inducement to buyers 
is correspondingly less than a year ago, even 
though the earnings of corporations are main- 
tained at the present level for a long time. 
Probably the movement will be more irregular 
in the future, with some of the issues rising 
and some not holding their own. One of our 
readers, writing of thé article in our January 
number, reviewing the market movements of 
the last year, comments as follows: 


Referring to the table of stock averages in your 
letter of January, 1926: If you omit ten automobile 
concerns, eight automobile accessories and eleven 
chain stores, the high average for 1925 is 120.5, the 
low average is 107. The advance is only 13% points. 
Your table shows an average advance of 34 points. 


In my opinion this shows the misleading influence 
of “index numbers” of stocks. Yours is far more 
reasonable than some others, some of which are ab- 
surd. One can figure in such a way that there is 
nothing startling about the advances of 1925; but 
authorities seem to like to figure in such a way as to 
“scare” people into conservatism—which is not at all 
a bad idea. 


The point is well made. 


Banking Conditions 





The amount of bills and securities held by 
the Federal Reserve banks has declined rap- 
idly since the holidays. The high point of bills 
and securities in 1925, as shown by the week- 
ly consolidated statements, was on December 
23, when the total sum was $1,505,086,000. 
Since the beginning of December weekly totals 
and the classification of reserve bank holdings 
have been as follows: 








Bills Discounted 
$448,557,000 
453,182,000 
105,763,000 
593,467,000 
749,672,000 
764,128,000 
619,067,000 
679,374,000 
643,875,000 


January 27 
January 20 
January 13 
January 6 
December 30 . 
December 23 ... 
December 16 ... 
December 9 





Open Market 


$295,417,000 


Government 
Securities 

$365,063,000 
369,966,000 
368,795,000 
369,421,000 
377,032,000 
359,507,000 
398,471,000 
351,873,000 
339,429,000 


Total Bills 
and Securities 
$1,118,687.000 
1,138,000,000 
1,212,118,000 
1,318,378,000 
1,500,827,000 
1,505,086,000 
1,382,223,000 
1.412,292,000 
1,352,477,000 


Purchases 


805,850,000 
327.402,000 
344,783,000 
362,818,000 
369,951,000 
352,692,000 
369,550,000 
357,723,000 





eventually reached where future earnings have 
been discounted and there is no sufficient 
reason for further advances. The level may 
be not too high with regard to the prospect 
for earnings, but if the prospect for further 
advances are slight, the speculation which is 
not for earnings but for higher prices will 
cease, and selling is likely to occasion some 
recession. In short, the market rise which an- 
ticipates prosperity runs its course much 
faster than prosperity. The decline which 
signifies that holders are cashing in their 


All three classes of holdings are lower than 
they were at the peak, but the chief decline is 
in bills discounted, which are off about $315,- 
000,000. It is evident that a considerable 
portion of the borrowing was to obtain cur- 
rency. Federal Reserve notes in circulation 
rose from $1,742,706,000 on December 2 to 
$1,895,663,000 on December 23, and fell to 
$1,667,000,000 on January 20. The holiday 
trade accounts for this, causing a conversion 
of deposits into currency. 

The latest available statement by reporting 
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member banks is for January 13, 1926, when 
their total loans and discounts aggregated $14,- 
054,087,000 and their total investments aggre- 
gated $5,435,365,000, making total of loans and 
investments, $19,489,452,000. The high point 
of corresponding figures within the past year 
was on December 30, when loans and discounts 
were $14,235,000,000; investments, $5,462,000,- 
a and the total of all holdings, $19,697,000,- 


Federal Reserve Discount Rates 


The Federal Reserve Bank of New York 
raised its discount rate on January 7 to 4 per 
cent. Some expressions of surprise were ut- 
tered that the rate should have been advanced 
at a time when it might be expected that de- 
mands for credit were about to fall away, but 
there is reason for thinking that the time was 
well chosen. Undoubtedly the policy of the 
New York bank throughout the Fall months 
was influenced by reluctance to take any action 
that might stimulate imports of gold. Addi- 
tional gold is not needed here, and further 
importations of it would have more than offset 
the influence of a rate advance as a restraint 
upon inflation. Moreover, it was undesirable 
to increase the pressure upon the Bank of 
England at that time. 

When the long-awaited action finally was 
taken, sterling exchange had strengthened to 
a point where a gold movement was improb- 
able, and in fact did not occur. Moreover, the 
advance was made at the time when it would 
have the least immediate effect upon the 
money markets here, but was none the less 
needed to place the Bank in right relations to 
the money markets of the country. It was the 
only Reserve bank with a rate below 4 per 
cent, and in view of the expansion of bank 
credit in the past year, 4 per cent is not a 
higher rate than 3 per cent was at the end of 
1924 

If the reader wishes to consider this subject 
farther he is referred to the article elsewhere 
in this Letter, entitled “Gold Reserves of the 
United States and Great Britain.” The Re- 
serve banks are in a strong position, but they 
are the final reservoir of credit and reserves 
not alone for all the bank liabilities of the 
country, but for the monetary system also, 
and the founders of the Reserve system never 
intended that the Reserve banks should be 
drawn upon heavily to enable the member 
banks to enlarge their ordinary lending oper- 
ations. The function of the Reserve banks is 
to stabilize and protect the credit situation, 
and they cannot do that if they allow their 
resources to be drawn permanently into the 
market. 

There is plenty of credit available to finance 
the regular business of the country. The nor- 
mal increase of capital from profits and sav- 
ings is almost enough for that, as witness the 
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very slight increase of loans and discounts in 
the past year, aside from the loans on stocks 
and bonds (see preceding article). 

When it comes to loans for speculative or 
investment purposes it is evident that a decided 
change has come over the situation in the past 
year. Money is not tight, but rates are higher 
than a year ago. There is very little idle money 
in the country and the Reserve banks have a 
different attitude toward expansion than then. 
It should be added, however, that this situation 
would be changed by further gold imports. 


The Bond Market 


The buoyancy of the bond market during 
January after several months of unusual activ- 
ity and in the face of a heavy volume of new 
offerings, seems to indicate that new capital 
is flowing into conservative investments at a 
greater rate than ever before. There are no 
signs of diminution in the demand for new of- 
ferings. Dealers report the absorptive capacity 
of the market well ahead of available new 
issues and the general trend of prices in all 
groups continues upward. 

The Dow Jones average for forty listed do- 
mestic corporate issues (10 high grade rails, 
10 second grade rails, 10 industrials and 10 
public utilities) on January 25th was 93.82, 
compared with 93.24 as the high point reached 
during 1925, and with 92.95 on December 24th, 
1925. The average on January 25th a year ago 
was 90.97, or about 2 points below the present 
level. Unfortunately, these averages take no 
account of foreign issues, which have become 
such an important factor in American markets 
and have shown a greater relative improve- 
ment than domestic securities. Were these 
figures included, the differential between to- 
day’s average and that of a year ago would 
be wider than that shown on the Dow Jones 
figures. 

To answer the question, “To what is the 
increased flow of investment money attribut- 
able?” it is necessary simply to point out a 
few of the most obvious factors. The coun- 
try is unusually prosperous, and new wealth is 
being created in unprecedented volume. While 
part of this wealth is remaining in active busi- 
ness as corporate surplus, a large amount is 
finding its way to investors through interest 
and dividends disbursements and through cor- 
porate debt retirements. Much of this money 
is seeking employment in conservative invest- 
ments. The average of personal incomes is 
high, while the reduction in the cost of living 
has made possible larger individual investment 
surpluses. Speculative activity seems to be 
waning of late, and many who have been 
heavily engaged in the stock market and real 
estate are switching part of their money to 
funded securities. With a high stock market 
average and a high level’ of real estate prices’ 
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has come a heavy volume of realizing sales, 
through which paper profits are becoming ac- 
tual, and substantial amounts of cash are being 
released. Several sales of equity holdings in 
industrial corporations during recent months 
from large American fortunes are resulting in 
a gradual transfer of this money to the field of 
bond investments. Investors of all classes are 
freely making commitments, evidently believ- 
ing that bond prices have little prospect of 
recession. 


U. S. Governments Active 


Moving in sympathy with the increased sup- 
ply of short term credits as reflected in easier 
money rates, the market for United States 
Government securities during the month 
moved fractionally upward under well sus- 
tained activity. All issues were strong, the 
price movement of the different issues de- 
pending to a degree upon the floating supply 
and also upon their value for tax exemption. 
At this writing the Liberty 34s, which early 
in the month sold as low as 99 19/32, have 
reached 1005/32, the high point of the year. 
The market as a whole was buoyant and 
showed evidences of permanent accumulation 
by large institutions and private investors, as 
well as broadening sales in smaller amounts. 
Interest was renewed in United States Federal 
Land Bank bonds of all issues. These fully tax 
exempt securities are now selling around a 


4.30 per cent basis and at this level appear to 
be underpriced in comparison with the high- 


est grade Municipals. The present buying 
movement is having a hardening effect on 
prices and promises to bring these issues 
nearer the level that their security and tax 
advantages justify. 


Demand for Municipals 


The volume of new Municipal issues during 
the month was considerably smaller than the 
market was capable of absorbing. This re- 
striction, combined with a shrinkage of the 
visible supply in the hands of dealers, has 
placed the market in a healthy condition. 
Prices are well sustained at their present lev- 
els. While Municipals will lose part of their 
value for tax exemption through the revision 
of the income tax law, the tax free feature is 
still worth while to substantial investors and 
sales in large blocks are on the increase. The 
temporary effect of income tax revision upon 
the market price of the “tax exempts” seems 
to have been fully discounted during the latter 
part of 1925 and the present market is re- 
ceiving strong buying support from savings 
banks, institutions and private investors. The 
immediate prospect is for a fair restriction in 
new issues. Continuance in the demand 
should hold prices at or near their present 
levels for some time to come. 


Tendencies in the Foreign Field 


The shrinkage in foreign government financ- 
ing, which was so noticeable during 1925, 
and the increase in foreign industrial loans 
promise to continue during the present year. 
New foreign issues are coming out in greater 
variety than ever before. Of particular in- 
terest, not because of its size, but as indicating 
a tendency, was a new offering of $5,000,000 
Saxon State Mortgage Institution Mortgage 
Collateral Guaranteed 7s, which were mar- 
keted at 9314 and interest to yield about 7.65 
per cent. This institution was organized 
under the auspices of the Saxon State to 
provide credit for her smaller industrial 
units which lack working capital but are un- 
able to obtain loans in foreign markets upon 
their own unsupported credit. This new in- 
dustrial mortgage bank carries to Saxon in- 
dustry the same principles of financing which 
for years have been providing capital to agri- 
culture through the agency of our own Federal 
Land Banks and through the agricultural 
mortgage banks in Europe. The Saxon Mort- 
gage bonds carry an unconditional govern- 
mental guarantee and are additionally secured 
by a pledge of conservative mortgages on in- 
dustrial property. 


While there has been an attempt at some 
measure of control since the lifting of the 
embargo on foreign loans in London, aimed 
at providing first for the capital needs for the 
English Colonies, London influence is begin- 
ning to be felt generally in international money 
markets. A substantial coffee loan to Brazil 
and a potash loan to Germany are notable in- 
stances. While the limited amount of money 
available for investment through London will 
naturally restrict the activity of London bank- 
ers, the lifting of the embargo allows a freer 
operation of competitive forces which should 
tend to lowering interest rates on new foreign 
loans offered in America and a consequent im- 
provement in dollar issues now outstanding. 
Holland, before the war an important invest- 
ing nation, is coming back strongly into inter- 
national markets and substantial allotments 
of a number of the larger loans coming out 
of Europe recently has been taken by Hol- 
land investors. 


The rapid development of investment trusts 
in America for the pooled ownership of foreign 
securities justifies the suggestion that a care- 
ful analysis in this field is quite as essential 
as in any other. The mere name “investment 
trust” and the distribution of ownership which 
such a trust provides do not of themselves 
assure safety. That depends finally upon the 
strength and stability of the securities pledged. 
Investment trusts have long existed in Eng- 
land and have been markedly successful in 
extending British influence. While most of 
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them have been conservatively operated and 
permanently profitable, some few others, un- 
fortunately, have been used as dumping 
grounds for undesirable or slow selling securi- 
ties and have had a tragic end. The invest- 
ment trust has a legitimate place in American 
finance and can become a great factor in car- 
rying American capital safely beyond the seas 
and in providing the smaller investor with a 
desirable diversification of his investment 
risks. It is to be hoped that investors will 
discriminate in this field and recognize that 
here, too, are investments of varying merit. 


Among the principal new offerings during 
the month, both foreign and domestic, were 


the following: 
$14,472,000 Province of Buenos Aires (Argentine Re- 
public) Ext. Sec. S. F. Gold 74s, due No- 
vember 1, 1947, price 99 and interest, to 
yield about 7.60 per cent. 

Chicago By-Products Coke Co. Ist & Ref. 
Series <A” 5s, due January 1, 1976, price 
94% and interest, to yield about 5.30 per 
cent. 

Paramount Broadway Corp. 26 yr. list 
S. F. 544s, due January 1, 1951, price 98% 
and interest, to yield over 5% per cent. 
City of Montreal, Quebec, Improvement 
4%s, due February 1, 1946, price 95% and 
interest to yield about 4% per cent. 
Baltimore & Ohio R. R. Equipment Trust 
Series “C” 4%s, due $558,000 each Feb- 
ruary 1 from 1927 to 1941, incl., offered at 
prices to yield 4.50 per cent to 4.75 per 
cent, according to maturity. 

Florida Power & Light Co. Ist 5s, due 
January 1, 1954, price 93% and interest. 
to yield 5.45 per cent. 

B. F. Goodrich Co. 5 per cent Notes, due 
$5,000,000 each January 15 from 1927 to 
1929, incl., offered at prices to yield 6 per 
cent to 5% per cent. according to ma- 
turity. 

Pennsylvania Power & Eight Co. 1st & 
Ref. Series “D” 5s, due September 1, 19653, 
price 98% and interest, to yield 5.10 per 
cent. 

Saxon State Mortgage Institution Mtge. 
Coll. S. F. Guaranteed Gold 7s, due De- 
cember 1, 1945, price 93% and interest, 
yielding over 7.63 per cent. 

Buffalo General Elec. Co. Gen. & Ref. 
Series “A” 5s, due February 1, 1956, price 
99 and interest, to yield over 5.05 per cent. 
Western United Gas & Elec. Co. 30 yr. 
1st Series “A” 5%s, due December 1, 
1955, price 99 and interest, to yield over 
5.55 per cent. 

Lehigh Power Securities Corp. Series “A” 
Deb. 6s, due Feb. 1, 2026, price 95 and in- 
terest, to yield 6.30 per cent. 

Fisk Rubber Co. 5 yr. 5% per cent S. F. 
Notes, due January 1, 1931, price 98% 
and interest, to yield over 5.90 per cent. 
Rheinelbe Union 20 yr. 7 per cent S. F. 
Mtge. Gold Bonds, due January 1, 1946, 
price 94 and interest, to yield over 7.55 
per cent. 

Commonwealth Edison Co. ist Mtg. Coll. 
4s, Series “C,” due April 1, 1956, price 
93 and interest, to yield 4.95 per cent. 
Baltimore & Ohio R. R. Co. Ref. Gen. 
Series “D” 5s, due March 1, 2000, price 
95% and interest, to yield 5.24 per cent. 
Crown Willamette Paper Co. ist Mtg. S. 
F. 6’s due January 1, 1951 price 99 and 
interest, to yield over 6.05 per cent. 
Barnsdall Corporation 15 yr. S. F. Deb. 
6’s due January 15, 1940, price 100 and 
interest. 
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Our Foreign Trade in 1925 


The foreign trade of the United States in 
1925 as officially classified in principal com- 
modity groups is shown by the following fig- 
ures given out by the Department of Com- 
merce, in comparison with the figures for 
1924: 


Imports— 
Crude materials 
Foodstuffs, crude, & food 

animals 

Manufactured foodstuffs 
Semi-manufactures 
Finished manufactures.... 
Miscellaneous 





12 months ended December 
1924 1925 


$1,236,092,000 


424,873,000 
521,600,000 
655,887,000 
749,346,000 

22,164,000 


$3,609,962,000 


$1,721,217,000 


494,790,000 
433,601,000 
755,409,000 
796,338,000 

26,640,000 


$4,227,995,000 





TOtal crccocees aeasenadeeeess 
Domestic exports— 
Crude materials 
Foodstuffs, crude, & food 
animals 

Manufactured foodstuffs 
Semi-manufactures 
Finished Manufactures.... 
Miscellaneous 


$1,326.341,000 


392,691,000 
573,492,000 
610,668,000 
1,588,052,000 
6,405.000 


Total domestic exports $4,497,649,000 
Foreign exports 93,335,000 91,125,000 


$4,590.984,000 $4,909,396,000 


Imports and exports both increased, but as 
the former made the larger gain, the net trade 
balance in favor of the United States declined 
from $981,022,000 in 1924 to $681,022,000 in 
1925. Neither gold nor silver bullion is in- 
cluded in these figures. 

In view of the apprehensions continually ex- 
pressed that Europe will overrun America 
with manufactures, it is noteworthy that the 
most important change in our imports was an 
increase of nearly $500,000,000 in raw ma- 
terials, while the most important change in 
our exports was an increase of nearly $250,- 
000,000 in finished manufactures. Our takings 
of foreign manufactures were only 188 per 
cent of our total imports, against 20.7 in the 
previous year, while our exports of manufac- 
tures were 38.2 per cent of all exports, against 
35 per cent in the previous year. The amount 
of finished manufactures which we sold in 
the markets of the world in free competition 
with all rivals was more than double the 
amount of manufactures imported. 

The increased imports of crude materials 
consisted of raw materials which were higher 
both in physical quantities and price, the rise 
of rubber being a notable factor. The crude 
materials for use in our industries, together 
with goods classed as semi-manufactures, 
also for use in our industries, in value aggre- 
gated 58.5 per cent of all imports in 1925, 
against 52 per cent in 1924. 

The decline in our exports of food stuffs 
was due to the short crop of wheat in this 
country in 1925, coincident with a larger 
world crop, and to the short crop of corn in 
1924, from which resulted not only a falling 
off in exports of corn but of pork products. 


$1,418,949,000 


317,893,000 
573,795,000 
661,726,000 
1,842,834,000 
8,114,000 


$1,818,271,000 
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United States Prosperity and the War 


It is apparent that the idea generally pre- 
vails in Europe and possibly in other parts of 
the world that the United States profited 
greatly by the war. The high prices which 
foreign buyers paid for American products, the 
extravagant reports of profits made in certain 
lines of industry, the heavy movement of gold 
to this country, the large sums of indebtedness 
created here by foreign governments and pri- 
vate borrowers, and the change in this coun- 
try’s position from that of a borrowing coun- 
try to that of a lender, afford evidence which 
although superficial is sufficient to make this 
the common belief. It is, in fact, an illusion 
based largely upon price-inflation. 

Inasmuch as prices have gone up all over 
the world without creating a general state of 
prosperity, that particular count in the indict- 
ment is not well supported. The producers of 
the goods which were sold at high prices paid 
production costs on the same basis, and what- 
ever profits they realized were diluted in pur- 
chasing power at the same rate. There is no 
instance in the world’s history of any people 
getting rich by mere depreciation of the money 
in which values were measured. 

There is some force in the argument that 
the burden of debts is increased by a fall of 
prices, but if the debts to the United States 
government, as fixed by the settlements ef- 





fected, are calculated at their present worth 
to the creditor, it will be apparent that 


the total sum is not a very important 
offset to the cost of the war to the United 
States. The Secretary of the Treasury in 
1920 estimated the cost of the war to the 
United States Government from April 6, 
1917, to June 30, 1920, at $33,455,000,000, al- 
lowing for salvage and sales of war material 
to the latter date. These figures, however, in- 
cluded the loans to other governments, stand- 
ing at that time at $9,445,006,855.18, without 
interest. 

The loans to Europe in the public markets 
of the United States have been for the most 
part contracted since the fall of prices occurred. 
The flotations have aggregated about $2,533,- 
599,450 to this time, and although most of 
the funds have been expended here the bor- 
rowers have been at liberty to expend them 
elsewhere or do with them as they pleased. 
The people of this country do not accept re- 
sponsibility for the high level of world prices. 

The goods and services which this country 
has received from Europe in partial payment 
for our exports have been paid for, of course, 
at a scale of prices corresponding to the gen- 
eral increase. 

European holdings of investments in this 
country before the war were estimated at 
about $5,000,000,000, and while those held by 
countries invglved in the war have been largely 


reduced, European investments in this coun- 
try by no means have been closed out. Prob- 
ably the excess of investments returned to 
this country over new ones made here does 
not exceed $3,000,000,000, if so great. 

The total stock of gold and silver coin in 
the United States, as shown by the census re- 
ports quoted below, increased from $2,617,000,- 
000 in 1912 to $4,278,000,000 in 1922, or by 65.5 
per cent, which does not much more than com- 
pensate for the loss in purchasing power 
chargeable to the war. In other words our 
gold stock at the last named date had not 
much greater value for buying and reserve 
purposes than our pre-war stock. 


Profits of War Time Business 


So much for the tangible evidence of gains 
at the expense of Europe resulting from the 
war. The profits made in business in this 
country during the war period were not all 
made on export goods, and to the extent that 
they were made on goods of home consump- 
tion they were made at the expense of our 
own people, and cannot be counted as increas- 
ing the net wealth of the country at the ex- 
pense of Europe. Moreover, these profits to a 
great extent never existed except temporarily 
on paper. While business was being done on 
a rising market, book profits made a large 
showing, but when the slump came, heavy loss- 
es were incurred, wiping out the paper gains. 
Furthermore, the diversion of industry to the 
production of war supplies caused the country 
to fall behind in normal development and in 
the increase of wealth in forms serving the 
usual peace-time needs of the population. It 
caused the building of a great fleet of vessels 
at a cost of about $3,000,000,000, which since 
the war has turned out to be a liability rather 
than an asset, but the railroads were not kept 
up to the growth of the country’s needs, house- 
building and public improvements fell behind, 
and much of the industrial development for 
war purposes proved to be of comparatively 
little practical use for other purposes. 

Finally, the violent fluctuation of prices and 
the interference with normal trade disorgan- 
ized industry, disrupted the price and wage 
relations between the several industrial groups 
of the population, with the result that the reg- 
ular flow of trade was disturbed, and a great 
loss of employment and production was exper- 
ienced. The relations between debtors and 
creditors, prices and property values, were 
seriously affected, much injustice and hard- 
ship resulting. 

We have referred to these general con- 
ditions in other issues of this Letter, and have 
received numerous communications indicating 
that our comments were received abroad with 
incredulity. Herewith is an extract from a 
letter which comes to us from Paris, and 
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which probably gives a fair idea of the views 
commonly held abroad. It is written by a 
Frenchman, an active man of affairs, not in 
public life. We would be glad to give it in 
full if its length did not forbid, but will say 
that although evidently written under the con- 
viction that France is being harshly treated, 
it shows a disposition on the part of the writer 
to be not intentionally unfair. He says, in 
part: 


I don’t presume for one moment, that the vaults of 
the Federal Reserve Banks are filled with artificial 
gold,—that all the investments of the American people 
in the various banks, saving institutions, and indus- 
trial enterprises in the U. S. and Europe have quite 
imaginery titles, and that the gigantic profits made 
during the war and the aftermath have evaporated 
in smoke! Candidly speaking, the increment of the 
actual American wealth is really not based upon such 
fallacious hypotheses. 

I will also grant you the privilege to accept the 
figures of the American war expenditure upon its face 
value, upon the proviso, that the heavy losses in- 
curred by the shipping board is included in this figure. 
To my mind, these losses in the greatest part should 
not be put upon war expenditure. It is a notorious 
fact that these losses are only due through the un- 
skillful management, the unbusinessiike competition 
with the English and other European shipowners. 
For its unfortunate experiments the shipping board 
alone is to blame. 

As regards the situation of the agricultural classes, 
I can only refer to the reports of the Federal Trade 
Commission, Vol. 1 and 2. We find the high prices 
paid for all the cereals during the war and since; the 
same remarks apply for rice, cotton, live stock, ete. 
The high prices obtained has averted for a long time 
the economical and political crisis of the farmers’ 
union. 

We know also that the Chicago packers became in 
the same time more wealthy and powerful. The Cuba 
cane planters, and the American sugar refiners were 
stuffed with gold. (I will only recall the purchase 
made by Mr. McKenna, Chancellor of the Exchequer, 
of 900,000 tons raw sugar at double the current price, 
and immediately after the outbreak of the war). The 
American coal mine owners made substantial profits. 
The shipbuilders have also made huge profits, many 
ships were sold to Europe, whilst the manufacturers 
of war materials were practically choked with profits. 
The many commission firms, exporting all kind of 
commodities to the whole world, have made sub- 
stantial profits. In short, the years of the war were 
raining with another kind of manna, as the forty 
days in the desert for the children of Israel. 


The suggestion that this country should not 
include its losses upon shipping in its war 
costs, on the ground that the losses have been 
due to bad management, suggests an inquiry 
as to whether the war costs, debts and financial 
embarrassment of other countries have not 
been to some extent increased by bad manage- 


ment? We prefer, however, to confine the 
discussion to the original question, whether 
the United States on the whole profited by 
the war. 

The lines of business to which he refers il- 
lustrate very well the general misconception of 
the situation. Of the five leading meat-pack- 
ing companies with headquarters at Chicago, 
one—a long-established concern—got into 
financial difficulties and was taken over by 
another packer, for the purpose of enlarging 
its own distribution and lowering the percent- 
age of overhead expenses. This second packer 


had to be reorganized with the aid of new 
capital, and a third packer has been in the 
hands of a receiver for several months. The 
fourth large packer was obliged to suspend 
dividends, and the fifth, although it has main- 
tained dividends throughout, had to draw on 
previously earned surplus to do so. The com- 
pany which came through best did a gross 
business of $8,850,000,000 in eleven years,1914- 
1924 inclusive, with net profits for the period 
of $151,398,000, which yielded an average of 
7.8 per cent per year upon the capital employed 
and of 1.7 per cent on the sales of product. 


Among the sugar companies the American 
Sugar Refining Company is the largest, em- 
ploying a capital of $162,000,000, on which a 
6 per cent return would be $9,720,000. The 
net profits of this company in the eleven years 
1914-1924 aggregated $65,015,109, or an aver- 
age of less than $6,000,000 per year. Its big- 
gest year was 1919, when the profits were $10,- 
283,082, and it had net losses in 1921, 1923 
and 1924 of $2,177,000, $1,693,070 and $327,637, 
respectively. The preferred stock sold in 
1914 over a range from 115 down to 107%, 
as high as 123% in 1916, and down to 67% 
in 1921, but paid 7 per cent dividends through- 
out the period. It closed the year 1925 
at 103. The common stock sold in 1914 
from 109% down to 97, up to 1483 in 1919, 
suspended dividends in 1921 and sold down 
to 36 in 1924. Dividends were resumed on a 
5 per cent basis in 1925, and this stock is now 
selling at about 75. Both classes of stock 
have a par value of $100. 


The Cuba Cane Sugar Corporation is the 
leading American corporation producing su- 
gar in Cuba. Its capital is represented by out- 
standing issues of $50,000,000 of preferred 
stock and 500,000 shares of no-par common 
stock. Its operations began in 1916, and in 
the ten fiscal years ended September 30, 1916- 
25 inclusive it had net earnings aggregating 
$35,156,275, or an average of about 7 per cent 
on the preferred. Its year of largest profits 
was 1920, when they were $12,344,134, and its 
worst year 1921, when it had a deficit of $18,- 
972,622. No dividends have been paid on the 
preferred since April, 1921, and no dividend 
ever has been paid on the common. The pre- 
ferred stock (par $100) sold down to 13% in 
in 1921, and is now selling at about 45. The 
common sold as high as 7634 in 1916, and as 
low as 55% in 1921, and is now selling at about 
$10 per share. 


The bituminous coal industry was much 
stimulated by the war and in the year or two 
following, but has been in a state of utter de- 
moralization since. As in the sugar industry, 
a description of conditions might be extended 
indefinitely by reviewing the record of in- 
dividual companies. 
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A summing up for the above three lines 
of industry and for all industries may be had 
from the reports of the Bureau of Internal 
Revenue. In 1919 the meat-packers re- 
porting any profits showed an aggregate sum 
of $21,888,865, while the deficits of the others 
aggregated $47,701,513. In 1920 the net incomes 
aggregated $12,558,341 and the deficits $26,- 
487,149, while in 1921 the net incomes were 
$24,754,868 and the deficits $73,188,479. Of 
201 sugar companies, including producing 
and refining companies, reporting for 1921, 
37 reported net incomes aggregating $6,- 
363,403 and the other 164 reported deficits 
aggregating $89,059,008. Of 3,656 coal com- 
panies reporting for 1921, 1,079 had net in- 
comes aggregating $82,654, 787, and the re- 
maining 2,577 had deficits aggregating $72,- 
521,815. The ones having net incomes paid 
Federal taxes aggregating $15,219,144. 


The grand total of corporations of every 
kind reporting to the Bureau of Internal Rev- 
enue for 1921 was 356,397, of whom 171,239 
reported net earnings aggregating $4,336, 047, - 
813, upon which the Federal taxes were $701,- 
575,432, leaving a net of $3,634,472,381. The 
aggregate deficits of the remaining companies 
aggregated $3,878,219,134. 


As for the picture of wealth accumulations 
which our letter-writer gives of the farming 
population, it is as far from the truth as that 
of the industries named above. The situation 
would not be so bad but for the many trans- 
fers of farms at high prices, involving a total 
loss of the down payments, the farms having 
been returned to the original owners to cancel 
the remaining indebtedness. 


The figures of the census of farm property 
taken in 1925 are not yet all available, but 
lacking 6 counties in the State of Texas, the 
aggregate value of all farm lands and buildings 
thereon in 1925 was $49,344,253,006, against 
$66,316,002,602 in 1920, showing a shrinkage of 


about $17,000,000,000, or 25.7 per cent. The 
number of farms fell from 6,448,343 to 6,347,- 


217, and the number of acres in farms from 
955,883,715 to 922,131,859. 


The Census Figures of Wealt 


The latest computation of the wealth of the 
United States of all kinds by the Bureau of the 
Census was made as of the close of the year 
1922. We give the figures of that estimate be- 
low and for comparison the previous estimates 
together with our own calculations of the an- 
nual increase in per capita wealth (based on 
census figures of population) and of the value 
of the several wealth estimates on the 1913 
price-level, according to the Bureau of Labor 
price-tables. We append also a graph show- 
ing the curve of increasing wealth conforming 
to these calculations: 


CURRENCY PRICES 


BULIONS OF DOLLARS 


Wealth of the United States 


National wealth at prevailing prices is shown by 
heavy line, wealth based on a uniform 1913 price level 
by dotted line, and population by light line. 


The Value Computations 


It should be observed that the census esti- 
mates have not been made at equal periods 
apart. One period is of four years, one of 
eight years, and the other three of ten years. 
On account of this variation we have com- 
puted the annual increase of wealth in each 
period. 











ESTIMATED NATIONAL WEALTH OF THE UNITED STATES 


Based on Bureau of the Census Reports 
(000,000 omitted, except in per capita figures) 


Taxable real property and improvements 
Tax-exempt real property and improvements. 
Agriculture and mining 





Manufacturing 





Railroads 





Public Utilities 





Personal and miscellaneous 





Grand Total 


1890 1900 1912 
96,923 
12.314 
13,662 
20,785 
16,149 
10,265 


10, 744 16,202 








Per capita 
Annual Increase (%) 








U. S. Labor Bureau Price Index 





Grand total at 1913 prices. 
Per capita at 1913 prices 





107,104 186,300 
1,318 1,950 
5.25 9.22 

86 100 








Annual Increase at 1913 prices (%) 


109,400 124,800 186,300 
1,440 1,510 1,950 
3.59 3.52 6.16 








February, 1926 


The graph and figures supporting it show 
that the increase of wealth since 1912 has been 
at a lower rate than the country had main- 
tained in previous years. We know of no in- 
dex number of prices that could be applied 
with absolute accuracy to these figures of na- 
tional wealth, since the latter are made up in 
varying proportions of farm land, city prop- 
erty, manufacturing plants and equipment, 
mineral property, agricultural machinery, rail- 
roads and public utility systems, raw materials 
and finished merchandise, gold, silver, etc. 
The foreword to the census report on wealth, 
written by Professor Willford I. King, in de- 
scribing this recent change in price level, men- 
tions the percentage increase indicated by 
some dozen well known indices and concludes: 


It is hard to say just what weighing of these index 
numbers would best represent the increase in the 
index number of all wealth in the United States. Per- 
haps a simple arithmetic average of a!l those listed 
would be as close to the truth as one computed by 
much more complex methods. The average increases 
in all of these index numbers is slightly over 55 per 
cent. If, then, wealth increased 72 per cent, while 
the index of prices increased only 55 per cent, we 
would conclude that the actual increase in the phys- 
ical wealth of the United States was in the ratio of 
172 to 155, which would indicate a growth of about 
11 per cent during the decade. This increase seems 
modest in comparison to the large increase shown 
in the figures when expressed in terms of money 
value. Owing to the roughness of the data, the actual 
growth may ha\e been considerably more or less than 
11 per cent, but the evidence seems to indicate that 
the change was not startling, and, presumably, wealth 
increase during the decade showed little tendency to 
outrun population growth. When we consider that 
during 2 of these 10 years a large part of the pro- 
ductivities of the nation were devoted to the produc- 
tion of materials destroyed in war, we need not con- 
sider an increase of even 11 per cent at all discredi- 
table. On the other hand, we are not justified in 
assuming that the figures indicate that the decade of 
1912-1922 was marked by any considerable increase in 
the wealth of the average inhabitant of the nation. 


The U. S. Bureau of Labor index is based 
on primary market quotations of 404 com- 
modities, allowance being made for the rela- 
tive quantity of each marketed. This figure 
for all prices in December, 1922, was 156 as 
compared with 100 at the beginning of 1913, 
indicating a rise of 56 per cent, which practi- 
cally agrees with the 55 plus per cent average 
of several index numbers mentioned above. 

Using the figures as reduced to this uniform 
price level we find that from 1880 to 1890 the 
grand total increased 73.5 per cent or 7.35 per 
cent per year, 3.59 per cent annually to 1900, 
3,52 per cent annually to 1904, 6.16 per cent 
annually to 1912, and 1.06 per cent annually 
between 1912 and 1922. For the thirty-two 
years from 1880 to 1912 the average annual 
increase in wealth was 5.4 per cent, so that 
the increase in the last decade, even if a more 
accurate estimate should be twice the figure 
shown, was still considerably below normal. 

If the national wealth be expressed on a per 
capita basis the showing during recent years 
is still less favorable. The population in 1912, 
according to the official mid-year estimate of 


34 


the Census Bureau, was 95,097,000, making 
wealth $1,950 per capita. In 1922 population 
had risen to 109,248,000 or 14.85 per cent, so 
that the 10.60 per cent increase in total wealth 
at 1913 prices gives a per capita of only $1,885 
in 1922, an actual decrease! 


Marking Up Real Estate Values 

It will be noted from the table above that 
the largest classification by far is that of tax- 
able real estate and improvements—making up 
48.6 per cent of the grand total in 1922, and 
there is no data available to show the make- 
up of this item as among farming, industrial 
and residential land, buildings and improve- 
ments, or by the leading branches of trade. It 
is obvious, however, that a large portion of it 
represents land values and since there was no 
acquisition of additional territory during the 
period, and building operations were largely 
curtailed, the apparent increase in taxable real 
estate from 96.9 billions to 155.9 billions evi- 
dently consisted in large part of an apprecia- 
tion of these assets in conformity with the rise 
of the general price level. 

The second classification, “Tax-exempt real 
property and improvements,” consists of (1) 
the lands, buildings, and other structures and 
public works of the National, State and local 
Governments, including cemeteries, water- 
works and other municipal enterprise. : (2) the 
lands and improvements belonging to religious, 
charitable, educational and fraternal organiza- 
tions; and (3) properties of comparatively 
trifling value owned by clergymen, soldiers, 
and other individuals, which is exempted. It 
is presumably rated at cost and it is probable 
that in the case of Government holdings, little 
or nothing has been added for land even 
though much of it represents a large value to- 
day as compared with a trivial cost originally. 
A number of writers on public wealth have 
contended that it should not be included in an 
inventory such as the above, but since it has 
always made up a fairly constant percentage 
of but 6.5 to 7 per cent of total wealth there 
is no need of going into the arguments pro 


and con. Agriculture 


The ‘Agriculture and Mining” classification 
is made up as follows, a comparison being 
shown with 1912 and 1904, with the annual 
percentage increase in each period: 


WEALTH IN AGRICULTURE AND MINING 


(000,000 omitted) 

Avera 

1904 1912 

At actual prices $ $ 
Farm implements 

and machinery .... 845 

Agricultural prod. .. 1,899 

Livestock 4,074 


1,368 
5,240 
6,238 


Total agriculture.. 6,818 
Mining products ... 408 


12,846 
8 


13,662 
* Decrease. 
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This table may be a surprise to those peo- 
ple who believed that the American farmers 
were made millionaires as a result of high 
prices for grain and live stock during the war. 
The farmers, as a class, suffered severe losses 
when the break came in agricultural products 
and they are just now working out of their 
depression. In this readjustment the strongly 
organized factory groups kept up their wages 
and the prices of their products sold to the 
farmers, and the railroad labor groups have 
been likewise successful in maintaining wages, 
necessitating higher freight rates. These in- 
equalities are now being remedied by natural 
economic laws and the relations between 
groups brought back toward, though not as 
yet reaching, normal. In the meantime the 
farmers have been laboring at a disadvantage 
which has cost them more than their war- 
time profits. 


The average annual increase in agriculture 
machinery and products from 1904 to 1912 was 
over 10 per cent a year and every classification 
shows a substantial gain. From 1912 to 1922, 
however, the total gain was only 0.69 per cent 
a year and some classes actually showed a de- 
crease. If the “Farm implements and machin- 
ery” account, carried at $2,605,000,000 in 1922, 
were converted to 1913 prices it would stand at 
only $1,670,000,000, a gain of only 2.21 per cent 
a year, while all the other items if valued at 
1913 prices would be much lower in 1922 than 
ten years previous. 


Manufacturing 


The “Manufacturing” classification is made 
up as follows, comparisons being shown with 
1912 and 1904, with the annual percentage 
increase in each period: 


WEALTH IN MANUFACTURING INDUSTRIES 
(000,000 omitted) 
Average 
Annual 
1904 1912 Increase 1922 
At actual prices $ $ % a 
Manufacturing ma- 
chinery, tools and 
implements 3,298 
Manuf’t’d products.. 7,409 


Average 
Annual 


Inerease 
% 


6,091 10.69 15,783 


14,694 12.25 28,423 


10,707 20,785 11.72 44,206 
At 1913 prices o 
Manufacturing ma- 
chinery, tools and 
implements 
Manuf’t’d products.. 8,620 


10.120 6.64 
18,210 2.40 


8.37 28,330 3.64 


6,091 7.34 
14,694 8.82 


12,460 20,785 


It will be noted that the increase in manu- 
facturing equipment has proceeded at a more 
rapid rate, both before and since the war, than 
has total wealth, reflecting the development 
of manufacturing industry in the United States 
and the larger relative importance of manu- 
facturing as compared with agriculture during 
the last twenty years. 


According to the Census Bureau estimate 
the wealth invested in manufacturing machin- 
ery, tools and implements increased 15.90 per 
cent annually between 1912 and 1922, com- 
pared with 10.59 between 1904 and 1912; manu- 
factured products on hand increased 9.34 and 
12.25 per cent respectively in these periods; 
while total manufacturing equiment and pro- 
duction increased at the rate of 11.28 per cent 
annually against 11.72 per cent for the earlier 
period. But if these figures be converted to the 
uniform price level of 1913, the growth in man- 
ufacturing equipment is 7.34 per cent annually 
from 1904 to 1912 and only 6.64 from 1912 to 
1922; products on hand are 8.82 per cent and 
2.40 per cent respectively ; and total equipment 
and products 8.37 and 3.64 per cent. Certain 
lines such as steel, munitions and shipbuilding 
enjoyed a rapid expansion as a result of the 
war, but as to industry in general the figures 
indicate that the growth during the last decade 
has been at no greater rate than prevailed be- 
fore the war. The industries which expanded 
rapidly to handle war orders found themselves 
after the armistice with an excessive plant ca- 
pacity that since then has had to be written 
down for depreciation. In those lines which 
did not have the courage to scrap excess plant 
capacity, it has been a source of over-produc- 
tion, low prices, and unprofitable operations 
ever since the war. 

The recent action of a great British corpora- 
tion, Vickers’ Limited, in writing down its 
capital by the equivalent sum of about $60,000,- 
000 illustrates the policy which has been found 
necessary by many corporations which ex- 
panded to do war work. 


Railroads and Public Utilities 


The Census Bureau valuation of $19,951,000,- 
000 for the steam railroads, switching and 
terminal companies was based mainly on re- 
ports to the Interstate Commerce Commission, 
and represents the investment in owned rail- 
way property, plus the cost of improvements 
on leased property, less accrued depreciation 
on road and equipment. The small increase in 
total valuation from 1912 to 1922 is accounted 
for by the low capital investment during the 
war period. 

The classification “Public Utilities,” carried 
at $15,414,000,000, covers street railways, pri- 
vately owned central electric light and power 
stations, shipping and canals, telephone sys- 
tems, Pullman and other cars not owned by 
railroads, pipe lines, privately owned water- 
works and telegraph systems, listed in the 
order of importance. The largest increase 
was in electric generating plants, in 1912 
valued at $2,099,000,000 and in 1922 at $4.- 
229,000,000. The electrical industry was 
growing very rapidly during the period but 
was not helped by the war; in fact, the 
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war delayed for several years new construction 
that would have meant added electrical re- 
venues. In 1912 the central stations had 3,837,- 
518 customers; in 1922 they had 12,709,868. 
In 1912 their capacity was 5,165,439 K.W., in 
1922 it was 14.313,438 K.W. Gross earnings 
from sale of electricity were $287,100,000 in 
1912 and $1,020,400,000 in 1922. 


Personal and Miscellaneous 


Under “Personal and Miscellaneous” wealth 
are included the personal property, such as 
clothing, furniture, household equipment, jew- 
elry, horse-drawn vehicles, books, and kindred 
property ; motor vehicles, given in 1922 for the 
first time as a separate category because of 
their importance for both passenger and 
freight transportation; imported merchandise 
in bonded warehouses and in hands of traders; 
gold and silver coin and bullion in the United 
States Treasury, Federal Reserve Banks and 
private banks, and in circulation. The follow- 
ing schedule shows the makeup of this sched- 
ule for the last three census dates: 


PERSONAL AND MISCELLANEOUS WEALTH 


(000,000 omitted) 
Annual Annual 
1904 1912 = Increase 1922 Increase 
At actual prices $ $ % $ 
Household goods, 
clothing, jewelry, 
39,816 
4,567 
Impor 
mercaandise 
Gold and silver 
coin and bullion.. 1,999 2,617 


10,744 16,202 


1,549 
4,278 
50,210 


The increase in what is classified as “per- 
sonal and miscellaneous” property was large 
in the last period, and due largely to full em- 
ployment for the wage-earning class, from 

' 1915 to 1920, at high wages, and the free buy- 
ing of such goods by all classes during the 
period of fictitious prosperity. People thought 

? they were prosperous, but it has become ap- 
parent since that this was a delusion due to 
artificial conditions. All of these values are 
inflated far above the 1913 level or even the 
1922 level, for the goods were mostly bought 
in the boom period. 

We have already commented upon the in- 
crease in the gold and silver coin and bullion. 


War Retarded the Natural Growth of Wealth 
in the United States 


That the United States did not suffer from 
the war in loss of life and in privations as 
seriously as did the countries which were the 
original participants, of course is true, but for 
the first time in the history of the country, 
during the decade including the war, the per 
capita wealth as recorded by the Census, when 
computed on a uniform price level, showed a 
loss instead of a gain. 


The war was a terrible calamity, and the 
losses and hardships which it caused to the 
people of Europe are deeply deplored in the 
United States. Nevertheless, whatever else 
has been said of the United States, nobody as 
yet has accused it of being responsible for the 
war and chargeable with all its dire results. 
Nor is there any basis for the charge that it 
accumulated great wealth from the war. In- 
dividuals made profits out-of the war, here as 
in Europe, but no country had a balance of 
gain on that account. 


Supplementary Evidence 
_ The Federal Reserve Bank of New York in 
its January, 1926, Review, presented a chart, 
showing the growth of savings deposits, build- 
ing and loan assets and life insurance assets 
since 1900, in dollars and in values corrected to 
the 1913 price level. Along with these was 
given a line for the bank clearings of the 
United States outside of New York, in 1913 
dollars. With acknowledgment of its source, 
this chart is reproduced herewith: 


ASSETS 


t 
1900 1905 1910 


Growth of Various Forms of Personal Savings, 
Actual and in 1913 Dollars 


Gold Reserves of United States and 
Great Britain 
The United States’ holdings of gold consti- 


tute another subject of querulous comment in- 
dulged in not only by the man-in-the-street, 
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but even by bankers and economists. The 
leader of the Communist group of the French 
Chamber of Deputies recently delivered a 
speech of the general type in which the United 
States is represented as dominating the world 
with its wealth, and in which he described this 
country as literally wallowing in gold. Com- 
munists are not expected to have accurate in- 
formation about money matters, but a recent 
number of the Midland Bank Review, London, 
begins its leading article by saying that “It is 
generally supposed that at some time in the 
fairly near future gold may tend to flow out 
of the United States, where it has for long 
been accumulating in luxurious idleness,” and 
a recent number of the London Statist, a finan- 
cial journal of high repute, speaks of the 
United States having practically demonetized 
gold by hoarding it, and says that “if the in- 
flux of gold into the United States had been 
allowed to play its normal function in the ex- 
pansion of credit, the purchasing power of gold 
would have been less than it is at present.” 
Other authorities from time to time have 
given forth utterances to the effect that the 
banking system of this country had somehow 
managed to “sterilize” its gold holdings to the 
disadvantage of the world. This appears to 
be the common understanding of Europe, but 
it is not well founded. 


In the Census table of wealth which appears 
in the preceding article the fact appears that 
the increase in the gold stock of the United 
States during the war and down to the end of 
1922 only slightly exceeded the rise of the gen- 
eral price level, in connection with which is to 
be considered the fact that the United States 
has been a growing country, both in popula- 
tion and volume of business, in every decade 
of its history. 


On July 1, 1914, the Federal Reserve system 
was not yet in operation, and the banking re- 
serves of the country were held by the in- 
dividual banks. Net deposits aggregated $18,- 
500,000,000. Besides a very small amount of 
gold coin in circulation, the currency consisted 
of national bank notes and various government 
credit issues, to-wit, gold and silver certifi- 
cates, United States legal tender notes, silver 
coin, etc., and the aggregate amount of these 
outstanding at the date named was about $3,- 
000,000,000. The gold reserves consisted of 
the holdings of the United States Treasury 
and national banks, aggregating about $1,- 
500,000,000, and the aggregate of deposit and 
currency liabilities approximately $21,500,000,- 
000, making the reserve about 7 per cent. 


The following table shows the gold reserves 
of the United States Government and the bank- 
ing system, and the liabilities outstanding 
against them as of July 1, 1925*: 


CURRENCY AND BANKING SYSTEMS OF 
THE UNITED STATES, AS OF JULY 1,1925. 
Total gold coin and bullion in United 


States Treasury and Federal Reserve 
Banks 





$ 3,962,000,000 


All kinds of credit currency in circula- 
tion (outside Treasury and Reserve 
Banks 

Individual depositst in all 
member and local banks 
(including U. S. Govt. 
deposits and _ certified 
checks) $47,612,000,000 
Deduct till money same 

date . 951,000,000 


Net deposit liabilities 


4,306,000,000 











46,661,000,000 


Total currency and deposit liabilities $50,969,000,000 
Ratio of gold reserve to liabilities.... 1.7% 


*This date is taken for the showing because it is 
the only date in each year for which figures are 
available for all kinds of banks in this country. Fig- 
ures of gold in reserves and money in circulation are 
from Treasury circulation statement, July 1, 1925, and 
of bank deposits from 1925 report of Comptroller of 
the Currency, p. 98 


tAll inter-bank deposits, including those of Re- 
serve banks, omitted. 


For the sake of comparison we give also a 
showing of the gold reserves and liabilities of 
the British currency and banking system, as of 
December 31, 1924, the figures being taken 
from the banking number of the London Econ- 
omist, May 9, 1925. The tabulation is our 
own. 


CURRENCY AND BANKING SYSTEMS OF 
GREAT BRITAIN, AS OF DECEMBER 31, 1924. 
Net gold reserves in Bank of England 


and Currency Note Department of 
Treasury 





£ 155,000,000 


Joint stock banks, depo- 
sits and notes 

Scottish banks, deposits 
and notes 

Northern Irish banks, de- 
posits and notes 

Private banks, deposits.... 


£1,814.000,000 
264,000,000 


56,000,000 
29,000,000 


£ 2,163,000,000 
Deduct till money and 
credits at Bank of 
England 366.000,000 


Net liabilities above banks 

Currency notes outstanding, less Bank 
of England notes in currency reserve 

Bank of England deposits and notes 
outstanding 


Total 
Ratio of gold reserve to liabilities.... 





1,797,000,000 
269,000,000 
303,000,000 








£ 2,369,000,000 
6. 


5% 


The Comparison 

The percentage of reserve is higher in the 
United States than in Great Britain, but does 
it call for extraordinary comment? Great Brit- 
ain is a compact country, having only about 
35 banking institutions, which serve the pub- 
lic through thousands of branch offices. The 
banking situation is under more effective con- 
trol than here, where we had 28,000 independ- 
ent banking institutions on June 30 last, and 
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538 bank failures in the year ended June 30, 
1925. Moreover, the banking reserves are 
distributed among 12 reserve banks. 

It is true that the consolidated statements 
of the Reserve banks show a very strong posi- 
tion for these institutions—approximately 70 
per cent against deposit and note liabilities— 
but practically these are the entire reserves 
(after deducting till money as above) for all 
the banks of the country, including those or- 
ganized under both State and national char- 
ters. They should be strong enough to per- 
mit a considerable movement of gold from the 
country without undue disturbance to domes- 
tic credit conditions. In view of the creditor 
position of the United States as created by 
the war, the state of trade thus arising, and 
with most of the world off the gold basis, it 
has been natural that gold should flow to this 
country rather than away from it, but the rep- 
resentation that it has piled up here far in ex- 
cess of needs, and has not been put to use, is 
unwarranted. In comparison with the accus- 
tomed reserve percentages of France before 
the war, our reserves are small, and all condi- 
tions considered are not unduly large even in 
comparison with those of Great Britain. The 
United States is playing a much larger part 
as banker to the world than in 1914. 


Authority of the Federal Reserve Board 


Sir Josiah Stamp is an economist whose abili- 
ties are very highly respected in this country, 
and whom we have found frequent occasion 
to quote, but unless we have confused his ut- 
terances with those of another eminent econo- 
mist with whom he has seemed to be in ac- 
cord, even he has thought it appropriate to 
refer to the “golden chariot of America,” and 
is reported in a recent interview in the New 
York Evening Post as commenting upon the 
Federal Reserve Board as follows: 

The two dangerous or uncertain factors in the 
world today, I should say, are the French monetary 
position and the American Federal Reserve Board 
policy. : 

Never in the history of the world has so much 
power been vested in a small body of men as in the 
Federal Reserve Board. These men have the wel- 
fare of the world in their hands and they could upset 


the rest of us, either deliberately or by some uncon- 
scious action. 


Mind you, I am not criticizing them. But it ts 
precarious to have such concentrated power vested in 
such a body. 

Is it possible that Sir Josiah Stamp thinks 
the banking system of the United States would 
be less of a menace to the world if without the 
Federal Reserve system, as in 1907, when cash 
payments were suspended throughout this 
country, and heavy importations of gold from 
Europe sent the discount rate of the Bank of 
England to 7 per cent? 

The Federal Reserve banks are a relatively 
small factor in the credit situation under or- 
dinary conditions, and their function is mainly 


38 


that of exerting a stabilizing influence upon 
the policies of the member banks. Of ap- 
proximately $47,000,000,000 of bank credit out- 
standing in the United States at this time 
about $1,100,000,000 of it is supplied by the 
Reserve banks, and only about $450,000,000 
represents re-discounts by the member banks. 
Of the remainder, about $675,000,000 is rep- 
resented by Reserve holdings of United 
States Government securities, which might be 
sold at any time as a means of checking an 
inflationary movement, or of bills purchased 
in the open market, which might be allowed 
to run off rapidly for the same purpose. With 
these holdings for use against inflationary 
tendencies, and the power of currency issue as 
a means of dealing with money panics, the Re- 
serve banks possess stabilizing powers which 
did not exist in 1907. 


The Alternative Policy 


This question as to the policy of entrusting 
power to the Reserve authorities necessarily 
includes the alternative policy of having the 
credit situation in the hands of 28,000 inde- 
pendent banking institutions, organized under 
the national banking act and the laws of 48 
States, without any co-ordinating authority or 
stabilizing influence. The results of such a sit- 
uation have been experienced in the past. The 
membership of the local banks in the Reserve 
system gives a leadership and cohesion to the 
banking organization which it did not have 
before. 

The initiative as to reserve bank policies, in- 
cluding the determination of discount rates and 
open market operations, does not rest with the 
Federal Reserve Board, but with the officials 
of twelve Reserve banks, covering the conti- 
nent from the Atlantic to the Pacific. The 
very reason for creating twelve Reserve banks 
instead of but one was to avoid the concen- 
tration of authority which Sir Josiah imagines. 
The Federal Reserve Board possesses certain 
authority, in that the discount rates named 
by the several banks must have its ap- 
proval before being put into effect. It is a 
check upon them, and intended to give a degree 
of coherence and consistency to the operations 
of the system, but there is no such concentra- 
tion of authority as the eminent gentleman 
fears. 

The greatest danger of unwise administra- 
tion of the reserve system is not from power 
vested in the Federal Reserve Board, but 
from the pressure of public sentiment in favor 
of a “liberal” policy of expansion, and from 
political and popular pressure in that behalf 
throughout the country. Such pressure is not 
wholly unknown in other countries, including 
Great Britain. Moreover, 28,000 independent 
local banks engaged in a competitive struggle 
for business, most of them oblivious to credit 
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conditions outside of their own localities, are 
under greater pressure to keep expanded to 
the limit than the Reserve institutions, which 
at least are free from the pressure to make 
earnings. 


A Welcome to Sir Josiah’s Views 


Although Sir Josiah has explicitly stated 
that his comment was directed to the power 
vested in the Federal Reserve Board, and was 
not intended as criticism upon its policies, his 
language has been promptly seized upon by 
critics of the Reserve system in this country, 
who have persistently held that the Reserve 
banks had the power to maintain the price 
level of May, 1920, and that the subsequent de- 
cline was due to an intentional and deliberate 
policy on their part. Doubtless he is aware 
that no such policy was followed. The Re- 
serve banks no more than the other banks de- 
sired the fall of prices, which involved them 
all in heavy losses, but they were aware that 
the continued expansion of credit would lead 
inevitably to general disaster, and they sought 
to stop it. Unfortunately, a long-continued 
course of inflation cannot be stopped without 
serious effects. It is among the penalties of 
inflation that if you stop it you cause a crisis 
and if you let it run it will lead into a worse 
one. The experience of every country in 


Europe has shown that when inflation has been 
stopped prices have fallen of their own weight, 


because ‘the credit structure was top-heavy. 
Such restrictions as were placed upon credit by 
the banks of this country in 1920-21 were nec- 
essary to avoid further inflation and protect 
their own solvency. 


Census of Live Stock 





Last month we gave an 
Charles A. Burmeister, of 
division of the Department of Agriculture, 
which was based upon the partial returns 
of the 1925 census of cattle in the United 
States, and other official figures of the 
live stock industry. Since then the complete 
census returns of cattle and hogs have been 
made public, and we give another article by 
Mr. Burmeister, analyzing them. We have 
been at some pains to obtain this information, 
because the live stock industry of the range 
country, an important industry in itself, has 
been real distress for several years, and be- 
cause the live stock industry is closely re- 
lated to the agriculture of the Middle West, 
which is suffering just now from an unbal- 
anced condition between supplies of live stock 
and the feed grains. 


CATTLE AND SWINE ON FARMS IN THE UNITEC 
STATES, JANUARY 1, 1925 

The Bureau of the Census has given out 

its preliminary figures for the number of cat- 


article by Mr. 
the live stock 


tle and swine on farms in the United States 
on January 1, 1925, together with comparative 
figures for the census of 1920. These figures 
are the tabulated results of the information 
obtained by enumerators in an actual personal 
canvass of the farms and ranches of the 
United States. Although called preliminary 
figures, the final figures probably will not differ 
materially. They are as follows: 
Per cent 
Increase Increase 
or or De- 
Kind 1925 1920 Decrease crease 
All cattle 61,571,752 66,652,559 —5,80,807 
All beef cattle.. 35,574,000 35,288,100  +285,900 
All dairy cattle 25,997,752 31,364,459 —5,366,707 
Calves sccreseee 13,063,200 15,475,929 —2,412,729 
Beef wees 8,724,865 8,607,938 $116,427 
Dairy ....0mee 4,838,835 6,867,991 —2,529,156 
Heifers,* 1 year 
old and under 
2 VOATB  crcooree 
Beef 4,038,498 
nee 3,264,572 
Cows and heifers* 


7,303,070 8,030,056 
3,981,205 


4,048,851 


—726,986 
$57,293 
—%$4,279 


32,767,646 32,300,293 $467,353 
15,066,795 12,624,996 +2,441,799 
Dairy 17,700,851 19,675,297 —1,374,446 
Bulls, 1 year old 
and over 2 
years .. 
Beef .... 
Dairy 


1,448,227 
754,733 
693,494 


1,497,485 
725,165 
772,320 


—49,258 
$29,568 


—78,826 

Steers, 1 year 

old and over 6,989,609 9,280,125 —2,290.516 
Swine: Total .. 51,842,428 59,346,409 —7,503,981 

Pigs under 6 

months of age 22,151,155 26,172,239 —4,021,084 

Sows and gilts 

for breeding, 6 

months old and 

over 11,416,471 —2,240,387 

All other 


NT snsctatctnoncens 20,515,189 21,755,278 —1,238,089 —5.7 

*The classifications of cows and heifers is neces- 
sarily approximate, because of the difficulty of deter- 
mining whether the animals were kept principally for 
beef production or for milk production. 


CATTLE INDUSTRY IN STRONG POSITION 


By C. A. BURMEISTER 
Department of Agriculture 
Prepared January 23, 1926 


The statistical position of the beef cattle industry 
is more favorable than at any time since war demands 
required immense quantities of beef for shipment 
abroad. From the standpoint of numbers of all breed- 
ing stock (dairy cows included, the cattle producing 
plant is about where it was in 1920 and 16 per cent 
larger than in 1910. Stocks of finished goods in the 
form of steers, however, are about 25 per cent less 
than in 1920, and apparently are being reduced by 
slaughter faster than they are being replaced. 


The census figures show 5,080,807 less @eattle on 
farms and ranches than was reported in 1920. The 
actual decrease was probably greater, because there 
is reason to believe that the enumeration in 1925 was 
more complete. particularly in the Western states, 
than in 1920, when weather conditions seriously 
hindered the enumerators. 


The most striking features of the report as regards 
cattle, are the figures indicating an increase in beef 
cattle and a decrease in dairy cattle. All classes of 
beef cattle showed an increase except steers. The 
latter showed a reduction of 2.291,000, or 24.7 per 
cent, but beef cows and heifers two years old and 
over increased 2,442,000 head. or 19.3 per cent. The 
increase in beef calves and yearling heifers was small. 
amounting to about 1.5 per cent in each class. The 
total shows a net increase for all beef cattle of 
286.000, less than 1 per cent. 
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On the other hand, dairy cows show a decrease of 
1,974,000 head. or 10 per cent, dairy calves a decrease 
of 2,529,000 head, or 36.8 per cent, yearling heifers, 
784.000 head, or 19.4 per cent, and dairy bulls head, 
10.2 per cent, a decrease in every class of dairy cattle, 
and an aggregate reduction of 6,367,000 head. 

These decreases in dairy cattle, however, should 
not be accepted as an index of any material decline 
in the dairy industry. Reduction in dairy cattle un- 
doubtedly has taken place in New England, the 
Middle Atlantic states and possibly Ohio and Indiana, 
but other important dairy states, if anything, have 
increased their dairy herds. Dairy production figures 
indicate material expansion rather than contraction, 
especially in the butter and cheese producing sections. 
Decreases in dairy cattle figures in some states may 
have been due to a tendency of producers to report 
dual-purpose stock as beef cattle, possibly because 
of habit in reporting to assessors on the basis of the 
classes carrying the lowest assessed value. This 
seems to be the only logical explanation for some of 
the pronounced changes from dairy cattle to beef 
cattle as shown in the return from states where the 
two classes were about equal in numbers in 1920. 

However it appears that most of this switching, if 
it were done, was in the South, and that section is 
relatively unimportant from the standpoint of com- 
mercial production of either beef or dairy products. 
Furthermore it is my personal opinion that it will 
never be important as long as cotton sells around 20 
cents. 

Analysis of the census returns by sections shows 
that the 12 western range states including Texas 
had 448,000 more cows an 1,059,000 fewer other cattle, 
or a decrease of 611,000 of all cattle. Colorado and 
Idaho were the only states showing fewer cows. Tak- 
ing into consideration the cattle that probably were 
not enumerated in 1920 the actual decrease in all cattle 
in these states probably amounts to at least a million 
head. 

Undoubtedly herds increased in Kansas and Ne- 
braska and the returns show 171,000 more cows and 
157,000 increase in other cattle in the two states. The 
effect of the drouth in Oklahoma in 1923 is shown in 
the decrease of 100.000 cows and 279.000 ~~ er cattle 
in that state. Fewer cows were found in South 
Dakota, Illinais, Ohio and Indian, but the reductions 
were not particularly significant. Iowa, North Dakota, 
Minnesota and Wisconsin on the other hand showed 
material increases in cows and Michigan a slight 
increase. 

The states south of the Ohio and Potomac Rivers 
and east of Texas and Oklahoma showed decreases 
of 299,000 cows and 1,321,000 other cattle. The latter 
represent almost one-fourth of the total decrease in 
all cattle other than cows. In this group of states, 
Kentucky, Tennessee, Florida and the two Virginias 
showed increases in cows. 

Reductions in the states north of the Potomac River 
along the Atlantic Seaboard totaled 155,000 cows and 
566,000 other cattle, equivalent to 14.2 per cent of 
the total decrease in all cattle. Maryland, Delaware 
and Connecticut were the only states in this group to 
show increases in cows. 

Cattle in the South and in the North Atlantic states 
are relatively unimportant from the standpoint of 
contributing to the commercial supply of beef. Forty- 
six per cent of the total decrease in cattle occurred 
in these two sections and 22.2 per cent took place in 
the East North Central States where dairy cattle 
are in the majority. 


Slaughter Figures of Cattle. 


Using federally inspected slaughter figures, esti- 
mates of uninspected slaughter and other informa- 
tion, it is possible to arrive at approximations of the 
numbers of each class of cattle slaughtered annually. 
Such an analysis for the five years, 1920-24, shows an 
average total slaughter of 7,846,000 cows and heifers. 
5,239,000 steers, 432,000 bulls and stags and 8,576,000 
calves. This estimate of average slaughter of cows 
and heifers is slightly greater than the mean of the 
two enumerations of yearling heifers which numbered 
8,030,000 in 1920 and 7,302,000 in 1925. In 1920 the 
estimated slaughter of cows and heifers was approx- 
imately equal to the number of yearling heifers enu- 
merated that year. In 1921 cows and heifer slaughter 
was reduced 1.1 million head and in 1922 by 800,000 
head as compared with 1920. During these years the 


low market value of cows caused their owners to keep 
them at home and undoubtedly there was some ac- 
cumulation of breeding stock at this time. Estimated 
slaughter of cows and heifers under federal inspection 
in 1921 was about 37 per cent less than in 1919. 

Slaughter of cows and heifers in 1923 was almost 
as great as in 1920, and in 1924 it exceeded the 1920 
figures by about 300,000 head. The census taken at 
the beginning of 1925 showed a net increase of 467,000 
cows and a decrease of 727,000 yearling heifers. This 
would indicate that during 1923 and 1924 slaughter- 
ings of breeding stock were slightly greater than 
replacements. 

With the exception of 1921, when slaughterings of 
all cattle were reduced, the number of steers slaugh- 
tered annually has been very constant, being slightly 
over 5.3 million head. This, however, exceeds the 
replacements, for the number of steers having de- 
creased from 9,280,125 in 1920 to 6,989,609 in 1925, or 
at the rate of 458,000 annually. Slaughterings in 1925 
were slightly greater than in 1924 and probably were 
the largest since 1918, being equivalent to about 80 
per cent of the number enumerated at the beginning 
of the year. In 1920 the number slaughtered was 
about 57 per cent of the number enumerated. 

With the exception of 1921, slaughter of calves has 
increased every year since 1915, when the estimated 
total slaughter numbered 4,640,000 head. In 1925 it 
will approximate 10,000,000 head. The number of 
calves born annually can only be estimated but as- 
suming a 70 per cent crop there were 22,600,000 born 
in 1920 and 22,900,000 born in 1925. On this basis the 
equivalent of 37 per cent of the crop was slaughtered 
as calves in 1920 and about 45 per cent in 1925. 

At the current rate of slaughter of steers and calves 
and on the basis of present production material 
reduction in the market supply of steers should de- 
velop in the next year or two. Predictions of an im- 
pending cattle shortage have been made so many 
years however that they are seldom taken seriously 
anymore, but if available facts mean anything at all 
they certainly indicate that better times are in store 
for the beef cattle industry. 


Additional Comments 


A representative of the Packers and Stock- 
yards Administration of the Department of 
Agriculture, Mr, John M. Brander, located at 
the union stockyards of Sioux City, Iowa, has 
been moved by Mr. Burmeister’s letter in our 
January issue to write us about the live stock 
situation. He mentions other conditions bear- 
ing upon supply and prices, as follows: 


(a) Other sources of supply. 

It is a known fact that the cattle industry in 
Canada is at low ebb and there is a considerable 
movement of calves and light animals from the Cana- 
dian prairie provinces to the range country in the 
United States. As prices go up this movement will 
become more pronounced. 

(b) Changing range conditions. 

The days of the big ranges with very large numbers 
of cattle are almost a thing of the past. The herds 
are broken up into smaller units. As a consequence 
a larger calf crop is being produced and saved each 
year as compared to the breeding herd kept. Another 
factor in this connection is the increasing reluctance 
of ranchers and farmers to accurately report the num- 
ber of livestock they have on hand. As a consequence 
a greater number reaches market than one ordinarily 
expects. This is reflected in the statistics Mr. Bur- 
meister presented which shows that the number of 
range cows has not been depleted to any appreciable 
extent. 

(c) Ease of financing range operations. 

The more liquid the banks insist on keeping their 
loans to range men the more rapid the turnover of 
the herd. As a consequence the average age of range 
animals has been reduced. 

(ad) Account is not taken in Mr. Burmeister’s sta- 
tistics of the direct movement from range to feed lot. 
This is assuming greater proportions each year and 
in my opinion is worthy of consideration when esti- 
mating the number of cattle in feed lots which will 
later come to market. 
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The above are factors that in my opinion should 
be taken into consideration when considering volume, 
but there are other factors to be evaluated when price 
is to be considered. 

(1) Consumers’ demand. 

This is changing quite noticeably and it is getting 
more difficult to sell what is commonly known as the 
cheaper cuts. This meat is forced into consumptive 
channels through several methods but the natural 
result tends to raise the entire price level for meat. 
In this connection, the general price level for all 
products has considerable to do with meat prices. I 
believe it is true that when labor is fully employed 
at high wages it tends to buy more of the so-called 
luxuries and less of the staple foods than when the 
opposite condition prevails. Some organizations are 
reporting an increased consumption per capita of 
meat during 1925 but I am reluctant to accept their 
figures as authoritative until other agencies make 
reports. 

(2) Meat substitutes. 

The poultry industry is assuming greater propor- 
tions each year and, with the increasing number of 
people engaged in sedentary occupations, a larger 
percentage of their diet consists of poultry products 
than was formerly the case. 

(3) Export demand, coupled with the volume of 
meat products on hand, is also to be considered. Ap- 
parently there is a very small stock of meat on hand 
at the present time. We note, however, that the 
average weight of hogs being marketed is rapidly in- 
creasing and in our opinion will continue to be true 
as the season progresses. The present price of hogs 
is a distinct surprise to even the packers. A packer 
representative the other day informed me that at the 
present price of live hogs and the retail price they 
are obtaining for pork products that they are losing 
approximately $1.50 per head. I further doubt if meat 
products could be forced into consumptive channels 
at a price high enough to yield them any profit. Ap- 
parently the pork market is on a strictly fresh meat 
basis which means that a readjustment in values must 
occur very shortly. 

I do not wish to be pessimistic and I am thor- 
oughly convinced that the livestock industry is on 
the upgrade but, taking all factors into consideration, 
I cannot see where any very great relief is going to 
take place. Apparently light hogs are commanding 
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crease much under the present tariff of 114 to 
2 cents per pound, which went into effect in 
1921. Importations were largest in 1919 at 
550,000 head, dropped to 316,000 in 1920 and in 
1925 numbered 149,730, of which 920 were duty 
free. Average importations from Canada other 
than calves from 1921 to 1924 inclusive were 
about 1 per cent of the average of domestic 
slaughterings in this country. As to the move- 
ment of stock cattle from ranches direct to feed 


lots, it has been going on for some time and 


gradually increasing. The Department has allowed 
for it in its estimates quoted by Mr. Burmeister. 

Mr. Burmeister also has referred to the ten- 
dency to market cattle at an earlier age. All 
the changes referred to as under way or pos- 
sible emphasize the necessity of producers to 
be alert and prompt to adapt their policies to 
every new condition. There is no success in 
any business otherwise. Price fluctuations give 
warning of these changes, hence the funda- 
mental error of trying to regulate prices arti- 
ficially, instead of adjusting individual policies 
to the changes. 


Statistics of Swine and Pork Products 


In addition to the foregoing analysis of the 
cattle census, Mr. Burmeister has supplied 
from the compilations of the Department of 
Agriculture the following figures for the value 
and weight of hogs slaughtered under Federal 
inspection, quantity and value of pork prod- 
ucts exported, and estimated pig crop of the 
corn belt, in each case for the years stated: 








MARKET VALUE AND WEIGHT OF HOGS SLAUGHTERED UNDER FEDERAL INSPECTION 1921-25 


No. head 
38,982,356 
43,113,629 
53,333,708 
52,872,634 
43,042,867 


Average weight Total weight lbs. 
226.28 8,820,927,516 
9,741,524,473 
12,017,684,424 
11,754,115,265 
9,7138,398,200 


Average cost 
per 100 lbs. Total value 
$755,953.488 

906,935,928 
912,142,247 
945.030,867 
1,147,528,826 


QUANTITY AND VALUE OF PORK PRODUCTS EXPORTED 1921-25 


All pork excluding lard 
Quantity Value 
Ibs. Dollars 
737,755,901 129,827,584 
699,495,534 118,836,146 
928,223,711 133,194,372 
702,336,773 99,405.832 
514,732,808 101,955,370 


Quantity 
Ibs. 
892,892,358 
787,447,109 
1,059,510,494 
971,459,988 
707,083,144 


Pork and lard 
—- Value 


s. Dollars 
1,630,648,259 245,798,484 
1,486,942,643 212,907,518 
1,987,734,205 266,527,210 
1,673,796,761 229,156,768 
1,221,815,952 


223,593,162 


Value 
Dollars 
115,970,900 

94,071,372 
133,332,838 
129,750,936 
121,637,792 


ESTIMATED PIG CROP, CORN BELT STATES, 1919-25 


Spring crop 
No. head 
31,600,000 
32,000,000 
34,000,000 
38,512,000 
40,755,000 
36,400,000 
32,542,000 


Fall crop 
No. head 

14,052,000 
14,000,000 
14,042,000 
19,136,000 
18,325,000 
14,800,000 
12,994,000 


Total crop 
No. head 
45.652,000 
46,000,000 
48,000,000 
57,648,000 
59,080,000 
51,200,000 
45 536,000* 


*This is crop now going to market. 





a big premium but the man who gets this premium 
sacrifices on his corn so the net result will not be 
materially different. 

Mr. Brander’s points are suggestive, but we 
hardly think the Canadian movement will in- 
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Mr. Burmeister makes the following com- 
ments upon these tables: 
Note that in 1925 for the first time in five years hogs 


slaughtered under federal inspection brought the 
farmers over a billion dollars. This in spite of the 
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fact that 9,832,000 fewer hogs were slaughtered than 
in 1924 and 10,291,000 fewer than in 1923. 


Note also that our foreign customers spend about 
the same amount of money for pork very year, 
regardless of the price. Note also that we are going 
to have considerably fewer hogs to market in 1926, 
and present information does not indicate a mate- 
rial increase, if any, in the number of pigs born next 
spring, which means no increase in our market supply 
next winter. 


The figures of these tables harmonize with 
the census figures, which show 7,500,000 less 
swine in the country on January 1, 1925, than 
on January 1, 1920, notwithstanding an in- 


crease in the human population of about 8,- 
000,000 persons. 


Mr. Burmeister mentions that foreign cus- 
tomers have paid the United States rather 
uniform annual amounts for pork products 
over the last five years, regardless of price, 
but the increase from 1922 to 1923 was about 
25 per cent, and undoubtedly was largely due 
to the drop in the average market cost of hogs 
from $9.31 to $7.59. Moreover, our sales 
abroad in 1925 were $42,000,000 less than in 
1923, and presumably the falling off of pur- 
chases was due to the rise of the average cost 
of hogs from $7.59 to $11.81. We sold 1,987,- 
734,205 pounds of pork products abroad in 
1923 and only 1,221,815,952 pounds in 1925, and 
this leads one to wonder how high the price of 
hogs would have gone if foreign consumers 
had not reduced their purchases? This foreign 
demand probably will revive whenever the 
price lowers, and thus serve to prevent as 
large a decline as might otherwise be expected. 


The Corn and Hog Situation 


The foregoing information shows very clear- 
ly what is the matter in the corn belt, from 
whence comes the cry for an export corpora- 
tion, financed by the government, to dispose 
of an alleged surplus of corn. The number 
of hogs slaughtered under Federal inspection 
in the year 1925 was more than 10,000,000 less 
than the average of the two preceding years, 
and the pig crop of 1925 was about 10,000,000 
less than the average of the two preceding 
years, the falling off being approximately 20 
per cent in each case. The natural result is a 
very high price for hogs as compared with 
corn. The farmer who has both hogs and corn 
is in a balanced situation and doing well, the 
farmer who has hogs but is without enough 
corn for them can buy corn at a low price, and 
the farmer who has corn and nothing to feed 
it to wants the export corporation to buy his 
corn above the market price, dump it in Eu- 
rope at a loss, and charge part of the loss to 
his neighbor who had foresight enough to 
grow something to eat his corn. The bill for 
such a corporation introduced by Congressman 
Dickinson of Iowa provides that the loss shall 
be charged pro rata to all producers, which 
would mean that the farmers who study con- 


ditions and conform their operations to the 
needs of the consuming public would be penal- 
ized by being made to pay a subsidy to those 
who simply produce at random. The theory of 
this proposal is that farmers may grow any- 
thing they like and in any quantity, regardless 
of consumption requirements, and that the 
government will take care of the results. 

The theory of penalizing the farmers who 
plan their operations to suit the needs of con- 
sumers for the benefit of those who do not is 
of the very essence of the most objectionable 
kind of socialistic doctrine, and there is no rea- 
son to suppose that any considerable portion 
of the farmers will support it when they un- 
derstand it. They are told that it is a plan to 
put them on a level with the protected manu- 
facturers, but it lays no part of the cost on the 
manufacturing industries, except as it in- 
creases the cost of living to all consumers, 
which would tend to increase wages and the 
cost of all the products and services which 
farmers buy. 

The farm with a corn crop this year, but 
no pigs, is in the situation of a factory which 
has part of its raw materials, but lacks some- 
thing which is necessary to its operations— 
for instance, like an iron furnace which has 
plenty of coke but no iron ore, when there 
is no ore to be had without paying a big price 
for it. 

To show the truthfulness of this illustration 
we give this paragraph from “Live Stock 
Markets,” a review published by John Clay & 
Co., live stock commission dealers, Union 
Stock Yards, Chicago: 


Stock hogs are very scarce and ar® in such urgent 
demand that not over 25 per cent of the requirements 
can be supplied. Prices for stock pigs, when they 
can be found, are costing more than two cents above 
ey current for fat hogs. They may show a profit 
at that. 


This paragraph applies to pigs weighing up 
to 150 pounds or thereabouts, which can be 
used to consume corn profitably at the prices 
now ruling for mature hogs. 

The Drover’s Telegram published at the 
Kansas City stock yards, for January 18, 1926, 
under the heading, “A Sensation in Hogs,” had 
the following article: 


The people generally probably do not realize the 
seriousness of the hog shortage in this country. Since 
November 2, the beginning of the winter packing 
season, to January 10, the shortage of hogs at thi¢ 
market compared with last year aggregated 316,100 
head for the 69 days. 

While the decrease in hog receipts has been less 
pronounced at other western markets, it has been 
large everywhere. At all western packing centers 
since November 2, 1925, up to January 10, 1926 there 
has been a shortage compared with the same time a 
year ago of 3,753,000 hogs, or a reduction in number 
of 36 per cent. 

Taking Kansas City’s receipts since November 2, 
1925, up to January 10, 1926, and comparing them with 
the same period a year earlier, we find a total short- 
age this year of 316.000 head, or a reduction of 49.8 
per cent—nearly one-half. 
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Taking the tremendous shortage in runs of hogs at 
the various markets, combined with the fact that 
January 1,1925, showed 40 per cent more hog products 
in storage and being processed than on January 1, 
1926, we may begin to realize that we may soon face 
famine conditions in the pork and hog product 
markets. 


It begins to show how nearly American farmers 
came to getting out of the hog raising and hog feeding 
business. During much of 1924 corn was very scarce 
and high in price. Pork would not begin to pay the 
market price for corn fed. Farmers sent their brood 
sows to market by hundreds of thousands. 


With a big corn crop and low market price of corn 
for 1925, farmers could not get hogs to eat the corn, 
although hogs are selling at a price to pay $1 to $1.25 
per bushel for corn fed them. Of course, everybody is 
getting back into hog production as fast as possible 
by buying brood sows and saving gilts to breed. These 
efforts for the present add to the shortage of hogs 
coming to market. 


It will perhaps be 1927 before hogs can again 
become plentiful. In the immediate future the short- 
age will probably gain momentum. The prices are 
being bid up smartly today. 

Farmers in trying to make up for the lack of feeder 
pigs and shoats, are making average weights of hogs 
coming to this market perhaps heavier than ever 
known before. 


A common occurrence in the Kansas City hog mar- 
ket for several years was for packer buyers to sit 
on the fence in the early morning hours and watch 
order buyers perform. Today packer buyers are run- 
ning roughshod not only over order buyers but even 
themselves. 


Evidently the trouble is not in Washington, 
or in the markets, but in the unbalanced sit- 
uation between corn and hogs. The main- 
tenance of a balanced relationship is part of 


the farmer’s job, because nobody else can 
do it. 


Sentiment in the Corn Belt 


Appropos of comments upon the subject 
heretofore in these columns, numerous letters 
of commendation have come from bankers and 
farmers in the middle west. A few excerpts 
may be given as typical. Mr. Thomas Far- 
rell, of the First National Bank of Iowa City, 
Iowa, writes: 


We have been receiving the letter which your good 
bank sends out each month and we have read them 
with a great deal of interest, as it appears to us 
that your statement of the situation in the middle 
west has approximated the actual condition very 
much closer than that of any other writer that we 
have read, 


We feel that the situation in Iowa is getting very 
much better. In fact, it never was anywhere nearly 
as bad as it was pictured in the press. Over half 
of the farmers in this country are in excellent shape 
financially; in fact. very nearly half of them are 
entirely out of debt and have made money even in 
the worst years. They are buying land, many of 
them, and good farms are even now selling at fairly 
good prices. 


Mr. Will. A. Lane, cashier of the First Na- 
tional Bank of Waterloo, Iowa, writes: 


Just at this time when there is such a hullabaloo 
about the conditions of the Iowa farmer, not borne 
out by the economics of the situation, it is interesting 
to have a level-headed fellow, who has made a 
success on the farm, come out against some of the 
present day theories advanced for the betterment of 
agricultural conditions. This article appeared in the 
Waterloo Courier, last night, and I am pleased to 
send you a copy. 


The article is an interview given in part 
below: 


That Iowa farmers are sitting on a pile of gold, 
though some of them don’t seem to realize it and 
are clamoring for an export corporation which isn’t 
needed, is the belief of Harvey Hess a veteran of 35 
years in the beef cattle business who lives on his 
Orange township farm. 

Politicians have created and heralded to the world 
an imaginary surplus of corn, Mr. Hess believes. 

“In six months people are going to be wondering 
where the ‘surplus’ went to. We had a poor crop 
and some part of the cornbelt didn’t have a very 
good crop this last season. We don’t need the export 
corporation any more than a cat needs two tails. 
The farmers’ attention should be given to figuring 
out their own problems and to developing cooperative 
marketing to get them a better price in this country. 

“We farmers must study our problems. I know a 
man who sold his hogs early. They didn’t weigh 
more than 150 pounds each, and he didn’t get much 
for them. He is holding his corn and praying that 
the price will go up. Why didn’t he feed it to the 
hogs and get a good price? 

“Corn is the farmers’ asset. Why should they ship 
it out of Iowa? Keep it here and make it into beef, 
pork, eggs. mutton, lamb, and milk. This is the 
time to be busy taking advantage of opportunities 
that are presented for farmers to make money.” 


Mr. C. J. Mortenson, of the Nebraska State 
Bank, Ord, Nebraska, writes us, commenting 
upon the export corporation proposition as 
follows: 


In theory this sounds very nice but no one seems 
to have thought that over 75 per cent of the corn pro- 
duced is fed to either hogs or cattle and in many 
localities like this one that practically no corn is 
shipped out. 

In all logic if the price of corn is maintained at an 
artificial level by this proposed export corporation 
buying in the market, then what means will be devised 
to hold the price of fat cattle and hogs at a price com- 
mensurate with the price of corn and also so that the 
feeder will have an American standard of living. To 
use a concrete example suppose this export corpora- 
tion held corn around $1.15 per bushel, this would 
mean that hogs should be around $16 per hundred and 
cattle around $14.50 per hundred. How is this to be 
done? Would any government controlled corporation 
erect vast storage plants for their meat and pork? 
What would there be to insure that meat from Ar- 
gentine and Mexico ard even Australia would not flood 
the foreign markets? ‘This ‘s & serious problem, one 
that requires sound thinking. 


Mr. Aabel, of the Norman Exchange Bank 
of Norman, Nebraska, writes, 


We wish to thank you for your excellent January 
Letter. We said “Amen” when we read its account 
of agricultural conditions. All of this talk about con- 
trolling prices of corn is just plain bunk. As one of 
our customers stated the other dav “The cattle and 
hog men are now having their inning, If the govern- 
ment puts a price on corn they will also have to put 
@ price on hogs and cattle.” 

We cannot complain about prices that farmers are 
getting, as at the present time hogs re worth $11.25, 
corn 64 cents, wheat $1.60 and cattle better prices than 
they have been for some time. 


Conditions in the Range Country 


We have the following letter from Mr. 
George H. Butler, Vice President and Mana- 
ger of the Western Live Stock Loan Company, 
upon weather conditions in the range country 
and the general outlook, particularly as to the 
wool industry: 


The Intermountain Section has been favored with 
an unusually mild open winter. The growing season 
for feed continued from March first to late in Novem- 
ber, with the result feed is plentiful and well matured. 
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It may be easily believed that the season of the year 
has passed when the range can be overlaid by a hard 
crust of snow with the resulting ills to the stock. 
During the past ten days, heavy snows have packed 
into the mountains and the grazing acres have been 
greatly benefited. These snows will greatly contribute 
to an abundant water supply next summer. 

We have made a careful survey of the various dis- 
tricts in which we operate and find that all livestock 
are in excellent condition. The unbroken growth of 
wool will make the quality valuable and we look for 
the market to open around 40 cents. Climatic condi- 
tions were favorable durinr the breeding season and 
we anticipate a high percentage of lambs this season. 

A normal amount of trade is taking place in live- 
stock and ewes are changing hands at $15.00 to $16.00 
per head. There has been greater activtity in land 
than in the past five years. The amount of range 
land changing hands in a quiet sort of way has really 
been considerable. 

Wool Growers’ conventions have cor to a con- 
clusion, and we are pleased to report that many con- 
structive measures have been outlined, with respect 
to breeding and production and the development of 
better herds, marketing, grazing and operation on the 
National Forests. While optimism prevails, our ob- 
servations are that sheepmen in general are main- 
taining an attitude of conservatism and economy in 
their operations and that the high prices and steady 
markets are not influencing them towards an extrava- 
gant and dangerous expansion. 


Mr. C. C. Anderson, of Boise, Idaho, en- 
gaged in general merchandising and interested 
in sheep and wool-growing, and a director in 
several good Idaho banks, gives us a state- 
ment in all respects in line with Mr. Butler’s 
letter. He states that the last five years 
has been the most prosperous period that the 
sheep industry has ever passed through, 
according to his experience and opinion, and 
that nothing better can be expected or even 
asked. 


The Oil Industry in 1925 


In the year 1925 the oil industry continued 
its recovery from the depression of 1923. 
Crude oil prices were not high, but on the 
whole were more stable than in the years of 
depression. Owing to over-production by re- 
finers, the gasoline market weakened in the 
late summer, but was showing signs of recov- 
ery toward the close of the year. A consider- 
able quantity of heavy fuel oil was accumu- 
lated, but owing to the prosperity of industry 


in general, demand in the later months was 
strong. 


The outlook for the future in this industry 
is always obscure. Nobody can anticipate at 
what rate new production will be brought in. 
There are, however, no great developing pools 
at present overhanging the market. The pro- 
duction tendency is downward, and insofar as 
it is possible to foresee, the industry’s pros- 
pects are good. The heavy stocks accumulated 
during the years of over-production commenc- 
ing with 1921, still constitute a problem. The 
heavy drafts which for years have been ex- 
pected have not occurred. However, with con- 
stantly increasing consumption, these stocks, 
unless materially increased in the future, will 
more and more take on their proper function 








as reserves against shortage. It may be noted 
here that the problem of the surplus is prac- 
tically the same as that which perplexes the 
farmers, and that the prices of oil and its 
products are as uncertain as those of farm 
products. 


Production and Stocks 


Domestic production of crude oil in 1925 
was 760,000,000 barrels, an increase of 6.5 per 
cent over 1924. Imports of crude, chiefly from 
Mexico, were 60,000,000 barrels, a decrease of 
23 per cent. This decline was due to falling 
off of Mexican production, which was 113,- 
000,000 barrels in 1925 against 139,678,000 in 
1924. The United States exports of crude oil 
were 14,000,000 barrels. 

Consumption of crude oil by refiners again 
broke all records, the year’s total being 741,- 
000,000 barrels, an increase of 16.7 per cent 
over 1924. The over-all consumption of crude 
oil, including that by refiners, and oil used as 
fuel, was approximately 820,000,000 barrels, 
against 761,000,000 in 1924. 

Crude oil stocks at the year’s end were prac- 
tically the same as at the beginning. Stocks 
of fuel oil and of refined products increased 
approximately 34,000,000 barrels. Much of the 
accumulation of fuel oil was on the Pacific 
Coast. Stocks of light crude oil, that is, crudes 
containing natural gasoline, declined more 
than 20,000,000 barrels east of the Rocky 
Mountains. 


The late summer decline in the gasoline mar- 
ket was caused by excessive runs by refineries, 
the excess being variously estimated at 100,000 
to 200,000 barrels a day, commencing in the 
early summer, and by heavy shipments of gas- 
oline from California to the east coast. 


Wortham and Smackover Fields 


When 1925 opened attention was focused on 
the rapidly developing Wortham Field, in 
Texas. This field had been brought in on 
Thanksgiving Day, 1924, and by January 1 
was producing 76,000 barrels a day. There 
was apprehension lest it would presently reach 
approximately 300,000 a day. However, early 
in January it became apparent that the field 
would not attain the high figures anticipated 
in many quarters. It reached its peak in the 
middle of January, when it approximated 154,- 
000 barrels a day for a week. Then it started 
a precipitous decline, to less than 80,000 bar- 
rels a day in early February. It is now turn- 
ing out less than 15,000 barrels a day. 

It became apparent quite early that more 
oil would be needed than was currently being 
produced. Mid Continent oil of 34 gravity, 
which had been on the low level of $1.10 a bar- 
rel in late 1924, rose to $1.35 on January 23, 
and successive later increases brought it to 
$1.88. On August 27 it declined to $1.63. 
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The price structure of crude oil seemed to 
be threatened at one period by the deep sand 
developments of the Smackover Field, Arkan- 
sas. Smackover’s production of light and 
heavy oil early in the year was about 95,000 
barrels daily. In early April it rose rapidly, 
and passed 400,000 barrels in May. The in- 
crease was represented by heavy oil, which 
was easily and cheaply stored or readily ab- 
sorbed in fuel market. At the height of this 
development, in the week ending May 30, the 
daily average production of crude in the 
United States reached its highest point for all 
time, at 2,346,900 barrels per day. From that 
point it has shown a continual decline, and at 
the year’s end approximated 2,000,000 daily 
with market tendencies firm and _ strong. 
Pennsylvania crude advanced twice in the lat- 
ter part of the year. Gasoline and fuel oil 
prices in the Mid Continent Field showed an 
advancing tendency in the last few months of 
the year. 


Increasing Consumption 


Domestic consumption of gasoline continued 
to increase, the total for the year, including 
both refined and casing head gasoline, run by 
refineries, approximating 224,000,000 barrels, 
an increase of 22 per cent. Exports were 30,- 
000,000 barrels, against 29,000,000 in 1924. 
Domestic consumption and exports, taken to- 
gether, increased almost 20 per cent from 1924. 
This impressive growth reflects the increase 
in all uses of motor vehicles, and particularly 
the expanding employment of trucks, busses in 
cities and on interurban routes, and the in- 
creasing employment of closed cars. The an- 
nual addition of thousands of miles to the na- 
tional system of improved highways is always 
an incentive to wider use of motor cars. 


Economies in Production and Use 


The increasing demand of 1925 was met 
through the discovery of new fields; the de- 
velopment of deeper sands as the result of im- 
proved methods of drilling; and improved 
methods of production. The output of old 
wells has been increased by improved pump- 
ing, and use of gas under pressure, and com- 
pressed air, to revive or increase the flow. 
These processes artificially restore pressure 
which in a new well is afforded by natural 
gas. 

Improvement of automobile engines, now 
recognized as perfectly feasible, can reduce 
gasoline requirements by probably one-half. 
Industrial and engineering organizations in the 
petroleum and automotive industries are co- 
operating to this end. 


' It is interesting that the amount of gasoline 
obtained from a barrel of crude oil has been in- 
creasing constantly since 1918. In that year 
the gasoline output was 25,3 per cent. By 1924 


it had reached 31.2 per cent, and in 1925 was 
approximately 32.4 per cent. That is, in 1925 
refiners of oil obtained 21 per cent more gaso- 
line by running only 16.7 more crude oil. Had 
there been no increase in the proportionate 
gasoline yield over that obtained in 1918, 950,- 
000,000 barrels of crude would have been re- 
quired in 1925, instead of 741,000,000. The in- 
creased gasoline product is the result of crack- 
ing, which continues expanding. Its ultimate 
effect on the situation has not yet become fully 
apparent. The production of natural gasoline, 
that is, gasoline derived from natural gas, also 
increased during 1925, 


A Progressive Industry 


_ The petroleum industry is constantly adapt- 
ing itself to changing conditions. Two decades 
ago the chief value in petroleum was kerosene, 
and approximately half the barrel of crude oil 
was marketed as kerosene. But with the wider 
use of electric lighting, kerosene fell from fa- 
vor, while gasoline was demanded for auto- 
mobiles. So, the same barrel of petroleum 
which in 1904 turned out 20 gallons of kero- 
sene and 4 of gasoline, was made in 1924 to 
turn out 13.6 gallons of gasoline and only 4 
of kerosene. 

_ Science and invention are constantly mak- 
ing new drafts upon the barrel of petroleum to 
meet new requirements. The use of oil as fuel 


in industrial plants, locomotives, ships, and do- 
mestic heating, has enormously increased. 
Year by year, petroleum products increase in 


number and uses. The world is living in its 
petroleum age, and the possibilities of the fu- 
ture are suggested by the fact that the peo- 
ple of the United States now use 6 barrels of 
petroleum per capita per annum, while the 
rest of the world uses only one-fifth of one bar- 
rel per capita. 

One of the notable events in the industry 
in 1925 was the gift of $250,000 by John D. 
Rockefeller to the American Petroleum Insti- 
tute for the initiation of a program of scien- 
tific research in petroleum. At the annual 
meeting of the Institute in Los Angeles last 
month announcement was made of another 
gift of $250,000 for the same purpose by 
Hiram J. Halle, President of the Universal 
Oil Products Company, and his associates. 


Oil From Deep Pools 


One of the features at the Los Angeles meet- 
ing was the description of deep drilling meth- 
ods of recent development. The deepest oil 
well in the world, owned by the Miley Oil 
Company of California, has a depth of 7,591 
feet. Mr. Robert H. Garrison, of this com- 
pany, in a paper upon the subject said: 

It is no longer a question of whether it is possible 


to drill so deep a hole. It is now established as a 
practical, sane and businesslike proposition. - A’ 7,500- 
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foot hole can now be drilled at a reasonable cost by 
an experienced operator who will buy the best in 
equipment, secure the best in men, and then use care, 
care, and still more care. 

Additional figures were given showing that 
there are now eight wells in the world of more 
than 7,000 feet depth, one of which is in Penn- 
sylvania, two in West Virginia, one in Ger- 
many, and the others in California. 

Of interest along the same line were descrip- 
tions of the modern gas lift, by which the rais- 
ing of oil from deep wells has been greatly 
facilitated. Mr. R. P. McLaughlin, an engi- 
neer, explained that the invention not only 
saves natural gasoline, but that wells pumping 
300 or 400 barrels daily have been caused to 
produce more than 1,000 barrels per day by 
the gas lift without injury to the wells. 

Mr. H. E. Drolle, engineer of the Westing- 
house Electric and Manufacturing Company, 
explained what is said to be perhaps the most 
important pumping development for economi- 
cal production of gasoline, by electrification. 


An Answer to the Critics of the Industry 


These developments and the spirit of prog- 
ress which animates the industry constitute 
an effective answer to the charge that the in- 
dustry is controlled by combinations who are 
likely to put the price of gasoline up to $1.00 
per gallon. There is no possibility of con- 
trolling a price without controlling production, 
and instead of attempting to accomplish the 
latter the petroleum engineers are opening up 
vast supplies below what has been supposed 
to be the limit of practicable recovery, besides 
increasing the efficiency of every gallon. These 
are the results of the free play of competitive 
industry, stimulated by the rewards which are 
won by success. The financial rewards to the 
industry are insignificant in comparison with 
the wealth recovered and benefits inuring to 
the public. 

In our December Letter we commented 
upon the manner in which the railroads under 
private ownership, and with the natural incen- 
tives which private ownership affords, were 
improving the methods of operation and low- 
ering the costs of transportation. We invite 
attention to the same course of development 
in the oil industry, because this progressive 
tendency is the most significant feature of 
modern industry. While the critics of the ex- 
isting industrial system have eyes only for the 
profits (ignoring losses) the managers of in- 
dustry are using the profits for further indus- 
trial development. 

The proper relationship of the government 
to the industry is indicated by the establish- 
ment of the Federal Conservation Board about 
one year ago to consider the problem of the 
industiy. The American Petroleum Institute 
promptly offered to cooperate with this body, 


and at the Los Angeles meeting, Mr. Pew, 
President of the Institute, announced the en- 
gagement of Mr. Charles E. Hughes, former 
Secretary of State, to represent the Institute 
in matters before the Board. He said: 

The purpose of engaging the services of Mr. Hughes 
may best be stated by Mr. Hughes’s own words, 
where he says that he accepts “with the understand- 
ing that it is desired that there shall be a cordial and 
thoroughgoing cooperation with the Federal Oil Con- 
servation Board in order to aid the development of 
the facts and the appropriate examination of the 


problems of the industry in the light of both private 
and public interest.” 


The World Situation 


The dominance of the United States in the 
world’s petroleum industry continues quite as 
apparent at the close of 1925 as in earlier years. 
It is not necessary here to recount the maneu- 
verings of governments, cabinets and national- 
istic industrial groups to strengthen them- 
selves in petroleum. The fact that these activ- 
ities have had almost no effect upon the posi- 
tion of the United States in the vital industry, 
is the point to which chief significance at- 
taches. From the beginning of the industry, 
the United States led in production down to 
1898, when Russia took first place. The two 
remained close competitors until 1903, when 
the United States again took a strong lead, 
which it has increased ever since. For 1924 
the United States accounted for 70.5 per cent 
of the 1,012,927,000 barrels of petroleum pro- 
duced in the world; while the United States 
and Mexico, combined, produced 84.3 per cent 
of the world supply. These percentages will 
be little changed when the official record for 
1925 is available. 

Europe and Africa produce only about half 
the petroleum they consume. South America 
has shown approximately the same ratio, al- 
though the increased output of Venezuela in 
1925 may be found to have shifted that conti- 
nent from the deficit to the surplus-producing 
group. Asia is now producing about twice as 
much petroleum as she is consuming, and 
seems likely to expand production even more 
rapidly than demands. Australia and New 
Zealand import practically all their require- 
ments. 

Foreign production of oil inevitably influ- 
ences the domestic industry. In both Venezu- 
ela and Colombia the year’s developments have 
indicated that these countries will become in- 
creasingly significant factors in the American 
market. Most of the Venezuelan crude now 
moving to this country is a heavy oil, and is in 
control of interests which are also strong in 
Mexico. As these interests have been inclined 
to put the brakes on Mexican operations, it 
seems probable that they will also be disposed 
to hold back their Venezuelan developments. 
A pipe line which has been building in Colom- 
bia is dug to begin deliveries in the spring of 
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1926, of something like 30,000 barrels daily. 
There is also prospect of considerable from 
Peru; but the aggregate of all these does not 
seem likely to become a disorganizing element 
in the United States situation. 

Oils from the Russian and Persian fields are 
increasingly finding their way into the Eu- 
ropean market. Very recent developments in- 
dicate that the Mosul field will shortly be avail- 
able for commercial development under British 
auspices; and the arrangement between the 
Soviet authorities and Tokio, for exploitation 
of Saghalin oil by the Japanese, carries the 
promise of a considerable development in this 
quarter in the near future. Against all these 
possibilities of increased supplies, must be set 
off the certainty that multiplication of the mo- 
tor car demand will go on in all parts of the 
world. 


A Question of Consistency 





In view of Secretary Hoovers recent state 
ments as to the effects of governmental restric- 
tions upon exports of raw materials and con- 
trol over prices in creating international fric- 
tion and ill will, the following news item which 
has been leisurely traveling across the Pacific 
by mail, seems to have arrived at an inoppor- 
tune time: 


MANILA, Dec. 1 (Correspondent of The Associated 
Press).—A virtual monopoly of the abaca (hemp) 
trade and industry for the Philippines was assured 
today when Governor General Leonard Wood signed 
the bill passed by the recent Legislature prohibiting 
the exportation of abaca seeds. 

The Philippine Islands is the only region that has 
successfully produced hemp, which is used in making 
rope and binder twines. In recent years hemp has 
been extensively manufactured into clothing suitable 


for tropical countries, and into hats, brushes and 
rugs. 


Mexico, Java and other countries have been im- 
porting abaca seeds in an attempt to produce hemp 
in commercial quantities, but with little success. Sev- 
eral tropical countries have shown a disposition re- 
cently to renew their efforts to establish an abaca 
industry, causing the Philippine Legislature to take 
measures to assure a monopoly. 

This is a piece of legislation by the Philip- 
pine Assembly and probably has been signed 
by General Wood to avoid contention, and in 
the belief that it is of no practical importance. 

The organic law of the Philippine Islands 
prohibits the Philippine Legislature from 
enacting an export tax, so that probably this 
law prohibiting the exportation of abaca seeds 
will be held to be contrary to the organic law, 
in case it should be challenged by any one. 

Referring to the action of the British Chan- 
cellor of the Exchequer in announcing that all 
restrictions upon foreign loans in the British 
market had been withdrawn, the London Econ- 
omist makes the following comment: 


He invited the City to make discreet use of this 
recovered freedom, and to pay regard not only to the 
capacities of the market, but also to “the position 
towards this country of would-be borrowers,” and 
expressed the hope that as far as was compatible 
with freedom, preference would be given to those 
issues which bring a high proportion of orders for 
goods immediately to the trade of the country. With 
these admonitions, the Chancellor left the City free 
to conduct its business as it thinks right. His action 
in doing so is in striking contrast with that of the 
Administration at Washington, which has been pre- 
venting New York from lending money to Brazil, 
because the Brazilian Government has given exactly 
the same assistance to coffee planters as the Ameri- 
can Government has lately given to maize growers 
in Iowa; it also prevented any portion of the German 
potash issue being made in New York, on the ground 
that potash is a monopoly. Interferences of this kind 
with the issuing activities of a money market were 
common on the Continent in pre-war days, when 
Paris and Berlin were important as issuing centres. 
Their exercise then was highly beneficial to London, 
which often secured good business by its freedom. 
America’s restrictions seem likely to work equally 
well in our favour, and have, in fact, already done 


so, by giving us a larger share of the remarkably 
successful Potash issue. 


Brussels Fair, April 1926 





The official Brussels Commercial Fair, the 
seventh of its kind, will be held in Brussels 
from April 7th to April 21st, 1926, inclusive. 

The statistics of the importance of this or- 
ganization reveal the great interest manifested 
by foreign firms. 

The Fair of 1920, the first to be held, had 
only 1,602 participants, 429 of which were 
foreigners ; the 1925 Fair had 2,853 exhibitors, 
of which 920 were foreigners. These figures 
suffice to show the benefit American producers 
would enjoy in participating in this exhibit. 
It may be added that American products are 
highly praised in Belgium for their quality 
and their finish. 

The Official Brussels Commercial Fair gives 
producers the opportunity to display their 
ware and specialties to buyers from all coun- 
tries; merchants, for their part, are sure of 
finding at the Fair, on the most advantageous 
conditions, the finest selection of articles, dis- 
playing the very latest improvements known 
to technical science and derived from world- 
wide experiment. The Commercial Fair is, 
for all persons concerned, whether buyers or 
sellers, a saving of effort, time and money. 

Belgium is very centrally located, and buy- 
ers from all Europe flock to these annual 
exhibits. 

Full particulars about the official regulations 
of the Fair, insurance, advertising, form of ap- 
plication for space, etc., can be obtained by 
addressing such request to the Executive 
Committee, 19 Grand’Place, Brussels, Belgium, 
or at the Belgian Consulate in New York City, 
25 Madison Avenue. 
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